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THE STORY OF THE UTILITY BOSS 
WHO LIKED COFFEE! 





Amos Watts, hot tempered pres- ing to help my business! Any one of those eled 
ident of the North-South Utility tric Silex models adds a bunch of KWHs to th 
Company, was a coffee worshiper load. We’ll sell ’em the idea of good coffee—eled 
—8 or 10 cups was his daily tric coffee—and add plenty of KW Hs on the line; 
minimum. And heaven help the 
cook if the coffee wasn’t good. 
(Which happened all too often!) New displays blossomed in the Company 
Mrs. Watts got pretty tired of fireworks for ee Main St. windows. They wer 
breakfast nine mornings out of ten. Decided Las URE filled with electric Silex Gla 
they’d have perfect coffee a// the time, or know Wf “4 Coffee Makers—all the diffe 
the reason why. She found the answer in a shiny ent models, using an averag 
new Silex Glass Coffee Maker. And peace ; of 87 KWH each a year. Bi 
reigned serene in the Watts household. enclosures played up coffee, 
BUT THAT'S NOT THE WHOLE STORY! a hs alg vt = 
Mr. Watts was pretty shrewd. When it came to of the Utility went smack b 
increasing the load on the lines, Amos Watts’ hind good coffee—electric coffee! Local coffe 
mind was a meter that never stopped turning. firms got on the band wagon... grocers, tod 
“Good coffee 2 days run- The whole section got hipped on good coffee. 
ning—what’s happened in and found out the only 
this house?” beamed the : way to have it every 
lord and master. “Bought a ; time was to make it 
Silex,” cooed his wife. Auto- s electrically in a Silex 
matically Amos Watts’ nim- Glass Coffee Maker. 
ble mind began to function. AND Boy—how the 


“Good coffee! That’s go- load reacted! 


Things sure started in the office that morning 








MORAL: Push Silex Electric models. ———" > What can we do to help yo 


. tie in Silex Glass Coffee Mak 
Women know them and like them~— sili sete! aenainediancnaae 


and your load is bound to go up. > have posters, billboard desiga 
suggested window displays, b 
f : stuffers... plenty of good prd 
THE “DELRAY,” Electric Silex, is but one ; 5 motional material all keyed tq 
of many popular models in the Electric A gether to help you increase yo 
Silex line. 8-cup size, black trim, $4.95. load. Write us. . . today. 
10-cup size, $5.45. It’s a good model to 
feature. 


Pyrex Brand Glass Used Exclusi 
Upper Bow! Handles. 








LSLASS COFFEE JMAKE 
THE SILEX COMPANY .. . HARTFORD, CONNECTI 
Creators of the Glass Coffee Maker Industry 
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SARBER BURNERS 
or Successful Gas Conversion Jobs! 


No other burner has the superb combustion efficiency of 
the famous Barber Jet. Barber Burners deliver 1900° flame 
temperature on atmospheric pressure, literally scouring 
the heating surface with a direct action flame, intense and 
perfectly controlled—without wasting precious B.T.U.’s on in- 
termediate refractory elements. That’s logical, isn’t it? That’s 
why they generate more resultful heat at lower fuel cost. And 
‘cote. that’s why they generate sales appeal, sound customer relations, 
‘MM freedom from servicing—all GOOD BUSINESS for YOU! 


/)\e 
FAL 


Standard Models come in 8 
ves for round grates 12” to 34” 
diameter. There is also a 
fide range of sizes for oblong 
ates. All burners easily and 
trectly adjustable to grate di- 
ensions. Listed in A. G. A. 
irectory of Approved Appli- 
nces. Ask for Catalog and 
ice List on Conversion Burn- 
s for Furnaces and Boilers, 
urner Units for Gas Appli- 
nces, and Gas Pressure Regu- 


tors, 
Barber Burner 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 


© BARBER 42¢BURNERS~ 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliances 
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It’s ALL FACT— 
AND NO FICTION! 


The straight 
story on me- 
chanical ad- 
dressing 


Written for 
the consid- 
eration of 


ee // TEE 


177 FASTER 


THIS BOOK 


is filled with practical, straight-from-the-shoulder information. It clears 
away the misconceptions that have long existed about the important busi- 
ness function of name and data writing. It’s written to addressing machine 
owners in an earnest effort to set them right on some things they’ve taken 
no occasion to dig into but have accepted at face value. 


SEND FOR THIS BOOK and you will have up-to-the-minute information 
on an important phase of your business procedure and be in a knowing 
position to do the right thing by 
ie your requirements, your office help 
: and your budget, when you are 
ready to modernize your address- 

ing equipment. 


THE ELLIOTT ADDRESSING 
MACHINE COMPANY 


157 Albany Street Cambridge, Mass. 





“ea Arkansas Power and Light Company, Little 
Rock, Ark. 
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Pages with the Editors 


ell Po time is not far off when the service 
area of any given public utility holding 
company won’t cover any more ground than 
the state of Virginia.” 


It was our old friend, the Washington news- 
paper correspondent, who was doing the talk- 
ing. As usual, we didn’t pay too much at- 
tention to him. This comes not from any lack 
of respect for our journalistic friend, bit 
simply because his batting average as a prophet 
has never been much better than our own, 
which is to say pretty awful. 


But the remark was another indication of 
the popular notion that the SEC is going to 
use the Holding Company Act to grind up the 
corporate holdings of the nation’s public 
utility system into veritable hamburg. Now, all 
these things may come to pass. Nevertheless, 
we cannot help but observe that the holding 
company law has been on the books for nearly 
five years and § 11 has been in effect for nearly 
two years. And the completed integration 
plans promulgated thereunder, at this writ- 
ing, could be counted on the fingers of one 
thumb. (The reference is to the American 
Water Works reorganization.) So, whatever 
may happen from now on, it is clear that the 
SEC campaign under the integration section 
of the holding company law has been anything 
but a blitzkreig. 


YET, we understand that the SEC has al- 
ready invited representatives of nine major 
holding company systems to discuss “show 
cause” orders to be issued against such sys- 
tems. The advance gossip is to the effect that 
these “show cause” orders (which one great 
metropolitan newspaper referred to by, per- 
haps, prophetic error as “show-down” orders) 
are likely to include a bill of particulars speci- 
fying the precise holding companies which, in 
the opinion of the SEC, act as a bar to con- 
formity with the integration provisions of the 
Holding Company Act. 


¥ 


oO it is apparent that the time is at hand 
when a number of major holding company 
systems will have to get into the SEC’s reor- 
ganization hopper without more ado. But will 
these mills of the gods grind slowly? And will 
they grind exceedingly small? 


THESE are the questions which we put up to 
Ear C. SANDMEYER, public utility reporter of 
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H. T. DOBBINS 


What went wrong with the Nebraska public 
power scheme? 


(SEE Pace 270) 


the New York Herald Tribune, for the purpose 
of provoking an article. The result is Mr. 
SANDMEYER’S article on the integration situa- 
tion which opens this issue. 


¥ 


B ut whether the holding companies are hung, 
drawn, or quartered (or cut into eighths, 
sixteenths, or smaller fractions), there seems 
to be no suggestion in the field of publicly 
owned power operations to follow out this 
process of making little ones out of big ones. 
Indeed, what suggestions there are in Wash- 
ington these days seem to point in the other 
direction. 


For example, Secretary of Interior Ickes 
(who doubtless finds time hanging heavily on 
his hands now that the last administrative re- 
organiza‘ion has taken away a couple of his 
multitudinous duties) is reported to be itching 
to get control over all forms of Federal water- 
power activities so as to “coordinate” them 
under a common administrative policy. Of 
course, the TVA could be depended upon to 
put up a battle that would do credit to little 
Finland before such an intrabureaucratic in- 

vasion could be consummated. But it goes to 





IRE ROPE IS THE LIFE-LINE 
ON YOUR BUCKETS— 


and GILMORE PRECISIONBILT WIRE ROPE — Paget Zz 
made of J & L Controlled Quality Steel — 


helps you protect life and your investment 


AAW SAAR SARS QS 


\\ a 





wan 





yurpose 

is Mr. 

} situa- 
od wire rope is good insurance against costly breakdowns, delays and injuries. And good rope — rope 
t lasts and gives long, safe, economical service — must be formed with precision from wire drawn from 
finest steel. 
n Gilmore Precisionbilt Wire Rope — made from J & L Controlled Quality Steel — you get this com- 
ation of security and service. For the quality of J & L Steel is controlled from the grading of the iron 
s to the drawing of the steel wire. And this quality-controlled wire is formed into Gilmore Rope on the 
est type of machines — in the country’s most modern wire-rope plant — by skilled < 
n who work with the knowledge that sometime in the life of every rope they make, 
man life may depend upon its performance. 
here is a Gilmore Precisionbilt Wire Rope for every materials handling need. Write 
lay for our catalogue — describing the full range of ropes we make. 


ONES & LAUGHLIN STEEL CORPORATION 


AMERICAN IRON AND STEEL WORKS 


GILMORE WIRE ROPE DIVISION 
PITTSBURGH, PENNSYLVANIA 


hL— PARTNER IN PROGRESS TO AMERICAN INDUSTRY 
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show that the biggest holding company of all 
is thinking more along the burgeoning lines 
of “codrdination” than along the suppressive 
lines of “integration.” 


BE that as it may, there seems to be at least 
one public power project where this spirit to 
do bigger and better things is perhaps a little 
stronger than its financial underpinning. Such, 
at least, is the conclusion reached in the article 
on the Nebraska power projects by H. T. 
Dossins, associate editor of the Nebraska 
State Journal. (See page 270.) Under the 
original public power set-up, sponsored by the 
PWA, all Nebraska was to be divided into 
three parts—each with its own major power 
and irrigation district. Then came the great 
plan of creating a statewide power monopoly 
somewhat similar to the Ontario Hydro Elec- 
tric Commission. This was to be accomplished 
by “coérdinating” the three districts and buy- 
ing out all the private power companies. What 
happened to this dream is the basis for Mr. 
Dossins’ article. 


¥ 


ges surest way for an industry to attract 
attention these days is to make a profit, 
especially if it is a substantial profit, con- 
sistently earned, and more especially if it con- 
tinued through the depression. The radio 
broadcasting business seems to qualify on both 
counts and so we have an interesting discus- 
sion in this issue by Rospert E. StRoMBERG, a 
staff accountant of the Federal Communica- 
tions Commission, which calls attention to the 
question of whether the government ought to 
control radio profits. 


WirH all due respect to Mr. StroMBERG’s 
reasonable discussion about the government’ s 
responsibility, we are somewhat troubled by 
the growing conviction in some quarters that 
there must be something inherently wrong 
about business profits whenever and wherever 
they appear to flourish. This conviction al- 
ways seems to resolve itself into proposals 
either for profit regulation or special taxa- 
tion, or both. 


CoNTROLLING indus‘rial profits these days 
appears to be even shrewder government enter- 
prise than public ownership itself. Messrs. 
Hitler and Mussolini found out some years 
ago that it was an improvement over old- 
fashioned socialism for a totalitarian govern- 
ment, by the device of ever-increasing indus- 
trial ‘regulation, to exercise just about all the 
prerogatives of management without assum- 
ing the responsibility of ownership. As Con- 
fucius, or Henry Morgenthau, or somebody 
or other once said, “I care not who writes the 
nation’s songs just as long as I have charge of 
the pocketbook.” 


Yet there may be at least a humorous basis 
for suspicions (official or otherwise) about 
enterprises which have managed to flourish 
financially during the last few years, notwith- 
standing rising taxes and operating costs. It 
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ROBERT E. STROMBERG 


Competition may regulate radio rates but noi 
necessarily radio profits. 


(SEE Pace 278) 


recalls the story of a hard-pressed little cloth- 
ing retailer, who always referred to a certain 
competitor as a crook. One day someone asked 
how he was so sure his rival was a crook. 
“How do I know he’s a crook?” he exploded. 
“Say, listen, my friend, anyone who has stayed 
in the cloak and suit business all through the 
depression and still shows a profit has got to 
be a crook!” 


¥ 


MONG the important decisions preprinted 

from Public Utilities Reports in the back 

of this number may be found the following 
cases: 


THE Massachusetts Department of Public 
Utilities considers the various questions 
brought up before it by a petition by an in- 
trastate railroad company for authority to 
abandon all stations and train stops and to 
discontinue all of its transportation opera- 
tions‘and for approval of plan of reorganiza- 
tion under § 77b of the Bankruptcy Act. (See 
page 257.) 


Tue Pennsylvania Superior Court reviewed 
an order of the state commission requiring an 
electric company to modify its rate schedule 
and consider the various factors involved in 


determining a proper rate base. (See page 


Tue next number of this magazine will be 
out March 14th. 
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The Kardex visible margin signal control supplies the 
Washington (D. C.) Gas Light Company with one of 
the most flexible, compact, complete personnel records 
affecting employe relationship yet developed. 

+Three Modern Kardex cabinets house the personal 
and employment histories of 1,850 employes. ...A 
definite schedule of advancement has been developed 
... Periodic ratings arranged . . . Hiring practices and 
new employe procedures stipulated. 


IMPROVES EMPLOYE RELATIONS 


Fach signal in the visible margin tells at a glance, its 
story. For instance: Green signal at extreme left—new 
employe. Progressive signal (to right of center) flashes 
the percentage rating on ability factors. = 
The establishment of a separate and scientifically 
organized personnel department under the direct su- 
pervision of an Assistant Vice President has already 
proven a big step in bettering employe relationships, 
increasing efficiency, and removing the “‘loggerhead”’ 
that frequently disputes calm between department 
heads and personnel departments. 
See the Ten ‘Short Shorts”’ in the next column for a 
fast peek at some of the features of this new personnel 
relation record system. 
Ask for Systems Narra- 
tor No. 517 that illus- 
trates and explains all 
formsand operating pro- 
cedures. No cost. No 
obligation. 


WASHINGTON GAS 
LIGHT COMPANY 
“LIGHTS” THE WAY 
TO ORGANIZED . 
PERSONNEL RECORDS 


TEN “Short Shorts” 


& Requisition for Employe.—Puts on 
paper department head’s request for 
type and classification of employe. 

@ Application for Employment.—A 
form filled in by applicants—concise 
and informative. 

3) Index to Employment Applica- 
tions.—This record dually serves as 
index and charge-out system. 
Applicant Introduction.—Combines 
an “‘Interviewer’s Impression’’. 


Applicants’ Referred.—A listing of 
rs) all referred for a particular position. 
Physical Examination.—If passed, 
a “Payroll Employment Notice” is 
made out in quadruplicate. 
Individual File Folder.—lIn this file 
are assembled all papers and corres- 
pondence pertaining to the employe. 
7) Employe Rating Form.—This form 
is sent the department head at the end 
of the temporary period for re-rating. 
Kardex History and Employment 
Record.—This Kardex form with its 
visible signalling margin is the nucleus 
9) of the entire system. 


YOU CAN HAVE FREE the benefits 
of all the research and work that pre- 
ceded this development. Send the cou- 
pon for the Systems Narrator today. 


Remington Rand Inc. 

Dept. P.U.F. 340, Buffalo, N. Y. 

Please send me free, without obligation, 
Systems Narrator No. 517 covering details 
of the Washington Gas Light Company’s 
Personnel Relation Records. 
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Lowest Cost? ... NO! 
Highest Quality? 
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problems in soot removal—Vulcan Engineers have 
successfully solved thousands of such problems. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





“No community is sound if it is overbanked.” 


¥ 


“Reclamation has never been a partisan issue.” 


¥ 


“Small investors are the cannon fodder of corporat 
finance.” 


¥ 


“The day of making votes by attacking the utilities ha 
passed, along with other sham battles.” 


¥ 


“The gas utilities as a whole are stronger, larger, an/ 
better seasoned by having passed through the hot fire 
of adversity.” 


¥ 


next to the importance of individual initiative 
and private enterprise in the building of America, is the 
natural resource, coal.” 


“ 


¥ 


“Tf 1940 could make Senators into Senators and Rep 
resentatives into Representatives, our system of gover 
ment would be functioning anew.” 


¥ 


“For the last ten years of taxing with one hand anl 
spending with the other, Congress has been unable t 
coordinate its ambidextrous movements.” 


¥ 


“... advocates of government ownership and operati0 
of American railroads do not look to experience. Insteal, 
they offer a shimmering edifice of speculation, founded a 
the assumption of some special magic in the very name 
of government.” 


¥ 


“By a year from now we shall probably know fairl 
well whether in the future the flow of new funds thi 
is required to keep our economy from stagnating is 
come in the years ahead from government subsidies 
from private investments.” 


12 
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Burroughs 
FANFOLD MACHINE 


SEE FOR YOURSELF—Ask for a demonstration 
on your own work. Compare it, feature by feature, 
with any fanfold machine that you have ever seen. 


Carbons Shift Automatically 


Carriage Opens Automatically 


Completed Forms are Released 
Automatically 


New Forms Lock Into Place 
Automatically 
e 


Carriage Closes Automatically 


Reverse tabulation, carriage 
return and spacing-up are con- 
trolled electrically by one key! 


BURROUGHS ADDING MACHINE COMPANY - DETROIT, MICHIGAN 
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“Recent legislation, projected or rejected, brings to 
the forefront more and more the idea that this world 
owes everybody a living regardless.” 


¥ 


“Tf states and municipalities lose such legitimate sources 
of income as the railroads, they will become paupers on 
the doorstep of a bureaucratic central government.” 


¥ 


“we need less of the subsidized nostrums which dose 
the people of the United States and cut down their indus- 
trial enterprises in the commercial interest of competitors 
abroad.” 


¥ 


“Dams can be our forts, and canals our connecting net- 
work of trenches. Let the ramparts we watched sym- 
bolize the creation of civilization instead of serving as 
sentinels of doom.” 


¥ 


“T know that some of you honestly feel that any effort 
of the government to aid your [coall industry—partic- 
ularly through this [Guffey] Coal Act—is objectionable, 
and I respect your opinion, although I do not agree with 
it.” 

¥ 

“Much of the tonnage now moving on improved in- 
land waterways could be expeditiously moved by rail at 
a lower cost if the shipper were required to pay, in 
addition to the direct cost, the so-called ‘hidden cost’ 
assumed by the government.” 


¥ 


“Tf it be fair to expect the railroads to continue as self- 
supporting agencies of transportation, privately owned 
and operated, it must be fair to expect that when the tax- 
payers provide waterways for the shippers of this coun- 
try, the shippers will pay a fair toll for the use of those 
waterways.” 


¥ 


“7 believe the Tennessee Valley Authority should insist 
that in every contract with every individual corporation 
manufacturing products necessary in time of war there 
shall be a provision in the contracts that all such plants 
served with government power shall be operated in time 
of war without profit.” 


¥ 


“In my judgment, if when we started to deal with the 
unemployment problem we had devised a national plan 
of developing our natural streams for navigation, for 
flood control, and for power on a grand scale, we would 
have done more to bring benefit to the people and employ- 
ment to the unemployed, than we have done in the slip- 
shod way that we have gone about it.” 
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Dartic- 
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e with 


Whether You Buy A Tankful Of Gasolene 
Or A Carload Of Oil— You Can Be Sure Of 
comm: The Quality Of CITIES SERVICE PRODUCTS 


those 
THE QUALITY of Cities Service gasolenes and oils is guarded every step 
i of the way from the oil well to you. For Cities Service Oil Company is a 
re completely integrated unit in the oil industry, engaged in all phases 
there of petroleum operation ... production, transportation and refining. The 
finished products, backed by years of refining experience, reach you 
through 16,000 reliable outlets. The Cities Service emblem is your 
guarantee of dependable products and efficient, courteous service. 


ITIES SERVICE [ft : Serves A Nation! 
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CRESCEN 


INSULATED WIRE AND CABLE 


Look to past performance in building for 
the future! At Crescent, sole emphasis 
has always been placed on producing wire 
and cable for electrical use alone. When 
you specify CRESCENT WIRE you can 
be sure of low cost installation coupled 
with maximum life and dependability. 


Building 
Construction 





CONTROL CABLE 
DROP CABLE 


LEAD COVERED 
CABLE 


MAGNET WIRE 
PARKWAY CABLE 


RUBBER COVERED 
POWER CABLE 


SERVICE ENTRANCE 
CABLE 


SIGNAL CABLE 


VARNISHED 
CAMBRIC 
CABLE 


WEATHERPROOF as 
WIRE 





All types of Building _ 
Wire and all kinds of 
Special Cables to meet 
A.S.T.M., A.R.A., IP. 
C.E.A., N.E.M.A., and 
all Railroad, Govern- 
ment and Utility Com- 
panies' Specifications. 
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HYDRAULIC TURBINES 
BUTTERFLY VALVES 
MECHANICAL RACK RAKES 
GATES—HOISTS 
PENSTOCKS, ETC. 


Bolting the Spiral Casing before Riveting 
NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 

















SAVE MONEY with 


Many Utility Companies are saving money by 
using the Vari-Typer . . . the composing Type 
Writer with changeable faces and spaces. This 
compact office machine reduces composition and WRITE TODAY for new 


+ ee demonstration portfolio, “How 
printing costs for rate schedules, office forms, Veils Companies are Sualag 


bulletins, booklets, folders, etc. Investigate the Money with Vari-Typer’ with 


savings possible on all your required printing. aoe samples of work pro- 
uced. 


RALPH C. COXHEAD CORPORATION 


333 Sixth Avenue Manufacturers of Vari-Typer New York City 














Public Utilities Fortnightly—The review magazine of current 
opinion and news relating to Publie Utilities. Conducted as an open 
forum for the frank discussion of both sides of controversial utility 
questions. Issued every other Thursday—26 numbers a year—Annual 
subscription $15.00. 
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DIESEL TRACIRACIORS 
by INTERNATIONAL HARVESTER 


A YEAR AGO we announced the big, 
powerful TD-18 TracTracTor, a new 
top for Diesel crawlers. Today Inter- 
national Harvester presents a rugged 
quartet of streamlined crawlers—TD- 
18, TD-14, TD-9, and TD-6. FOUR 
Diesel TracTracTors for 1940 — big 
news from the world’s leading tractor 
builder to all operators of crawler 
tractors. 

Here’s the complete line-up for you 
to look over—the big fellow at the 
right, already a popular favorite in the 
heavy-crawler field; his little brother 
at the far left; and the step-ups in be- 
tween. There’s not an ounce of lazy 
horsepower in any of them! They’re 
ready to tackle their weight in wild- 


cats—each one is ready to lick the 
crawler-power problems in his range! 
In this complete series of TracTrac- 
Tors, INTERNATIONAL offers you 
a new standard of Diesel performance 
and economy—perfectly designed bal- 
anced power in capacities to meet every 
demand of crawler-tractor users. Stand- 
ardize on International and enjoy all 
the advantages only Harvester can pro- 
vide. Get the full story from any Inter- 
national industrial power dealer or 
Company branch, or write us. 
A great variety of specially designed allied 
equipment available for all TracTracTor 
s1zes. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 
180 North Michigan Avenue Chicago, Illinois 
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l-Alloy Riteil 


UNCONDITIONAL GUARANTEE 
If this Housing ever 
Breaks or Distorts we + 
a will replace it Free 
PI xeeS You é THE RIDGE TOOL CO. 
gvoro™ . wousins ELYRIA, O. 
-..e00 
wt 
Repe 








Work can’t break that housing— 
nor warp it. You waste no time or 
money on repairs. Adjusting nut 
can’t bind, always spins easily in 
all sizes, 6” to 60”. Powerful re- 
placeable slip-proof chrome molyb- 
denum jaws, handy pipe scale on 
hook-jaw. Comfort grip I-beam 
alloy handle. No wonder millions 


prefer the RIEFEID. 


To virtually eliminate wrench re- 
pair expense, further safeguard 
your workmen and to step up 
efficiency — buy the Guaranteed 
RIZAID from your supply House. 


Feiceib Pre caogg 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly February 29, 194 







' 


E GUIDED 


POAS (108. Ce 





KERITE 
_ CABLES 
~ 


WQO09, 1910, IO tI 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


Public Utilities Fortnightly 








Here’s why more and more 


companies are placing their 


Boiler and Machinery In- 


surance with Lumbermens 


In a very direct way, the service Lumber- 
mens gives you is a major reason it can give 
you savings, too. For Lumbermens does not 
stop at routine inspection procedure. Our 
highly trained engineers use their skill and 
experience to help you avoid the possibility 
of ‘accidents in your plant. Their technical 
knowledge and broad background make it 
possible for them to uncover situations 
which may appear normal under ordinary 
inspection—but which may nevertheless har- 
bor the beginnings of trouble. 


It is a continued inspection policy like this 


which is in large part responsible for the 
generous dividends Lumbermens is able to 
return. By minimizing the number of acci- 
dents to its policyholders, it is able to main- 
tain a consistently good dividend rate. In 
addition, of course, assets grow under such 
management. Today, Lumbermens assets to- 
tal more than $30,000,000—and net surplus 
more than $4,500,000. 


Send the coupon to us today. We will send 
you complete information about how this 
money-saving insurance may benefit your 
business. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


James S. Kemper, President 
MUTUAL INSURANCE BUILDING, CHICAGO, U. S. A. 


Operating in New York as (American) Lumbermens Mutual Casualty Company 
of Illinois 


Save with Safety in the “World’s Greatest Automobile Mutual” 


Lumbermens Mutual Casualty Company, Mutual Insurance Bldg., Chicago, Ill. 


Please send me full in- 
formation about Lumber- 
mens inspection service 
and tell me how I may 
save money on my Boiler 
and Machinery Insurance 
through Lumbermens. 
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PRESENTING 


DODGE 4.22 TRUCKS 


ONE SURE WAY OF GETTING 
A TRUCK TO FIT YOUR JOB 


WHEN YOU BUY a new 1940 Dodge truck 
you get a Job-Rated truck! You can get 
a truck that fits your particular hauling 
needs. Each Dodge Job-Rated truck is 
designed and built throughout for durable, 
long-life operation. From engine to rear 
axle each Dodge Job-Rated truck is engi- 
neered and sized right to deliver top per- 
formance with economy. Your next truck 
can be the best truck you ever owned... 
more dependable, more economical... the 
source of hauling profits... a truck that 
fits your job! 


"Lob-Rated, MEANS: A Truck 
That Fits YOUR Job ! Here's Why ! 


DODGE TRUCK 2 TRUCK3 


GEAR RATIOS 


aa 
Pwueewnses 7 fo |e 
[ean manos [16 | 6 | 9 | 
|“ caPaciTeS conangy [6 | 3 | 4 | 
ree | 86 | a | 
465 [450 [4743 


STD. CHASSIS and BODY MODELS 
PRICES Begin At 


Prices shown are for 1/-ton chassis with flat face cowl de- 
livered at Main Factory, federal taxes included—state ond 
local taxes extra. Prices subject to change without notice. 
Figures used in the above chart are based on published data. 


Z\ GET THIS BOOKLET—IT’S FREE! 
. Ask your Dodge dealer for it, or 
“ a write to Dodge Division, Chrysler 
ES Corporation, Detroit, Michigan 


3 ENcines 


Each Dodge truck is powered right—with 
an engine specifically engineered for the 
truck in which it is installed. 


(} REAR AXLES 


In 14-ton to 3-ton capacities, eight differ- 
ent rear axles are used, each sized for 
the truck and the load it will haul. 


DEPEND ON DODGE 
Jvo-Releel TRUCKS 


3-2-1¥2-1-%-Y2- TON CAPACITIES ...96 STANDARD CHASSIS AND BODY MODELS ON 17 WHEELBASES 


@ cLuTcHes 


Each Dodge Job-Rated truck clutch is extra 
big—extra strong—built to last because it’s 
sized to match the job, 


20 FRAMES 


One of 20 frames gives durable strength to 
each Job-Rated truck—assuring the right 
foundation for its rated load. 


3 TRANSMISSIONS 


Dodge trucks have 3-speed, 4-speed, or 5- 
speed transmissions according to the power 
and size of the truck. All rate for the job. 


©) SPRING Combinations 


Dodge springs *‘stand up to the load” 
because each Job-Rated truck has correctly 
sized and designed springs. 


DODGE 
TRUCK SERVICE 

for 
DEPENDABLE 
USED TRUCKS, 


PRICED WITH THE LOWEST FOR EVERY CAPACITY 
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HOOSIER ENGINEERING “COMPANY 


46 SO. 5TH ST., COLUMBUS, OHIO NEW YORE 
Canadian Hoosier caemeeine Company, Ltd. 


RECTORS OF TRANSMISSION LINES 
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STUDY THESE FURTHER 
IMPORTANT FEATURES 


Dial combined with double safety 
plug-type cock, easy to service as 

-an independent gas cock. 
(See A in illustration) 


Compact. Easily installed. 48 installation 


Bezel keyed to thermostat—rides free of 
manifold panel. 

New, simplified front calibration, by-pass 
and pilot adjustment. Can be checked with 
absolute accuracy at room temperature. 
~ Patented non-clog 
Accurate and depen 
types of gas, including 
pane. (See B in 





_ Oven valve and thermostat assembly form 


one unit removable from front without 
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Balanced Beauty Increases Sales Appeal 


Gas cock and dial are combined in one unit, operated 
by one motion. Gas can’t be turned on without setting 
thermostat, nor turned off without bringing it back to 
off-position. Every oven cooking operation must be 
done with controlled heat. The automatic advantages 
of the modern gas oven are automatically extended. 

The dial is mounted directly on the range manifold, 
in line with the gas cocks. The front is thus symmet- 
rical, more beautiful. 

For the manufacturer this model cuts down assembly 
time and breakage. For dealers it adds further sales 
power to a nationally preferred control. 

For the service department it saves time 
and money by expediting adjustments. !y i) 


S 


This sales manual tells how to make MORE ff i) 
INCOME FROM GAS RANGES. Crowded if 
with effective sales suggestions; 1939's most 
widely distributed range sales manual. Help 
your salesmen build business; write for acopy. 


ROBERTSHAW THERMOSTAT COMPANY 


YOUNGWOOD, PA. 
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Ask any public relations counsel. He'll tell you what queer notions 
people get about corporations and public service institutions. 


Take LETTERHEADS, for example . . . 


If you write to customers on the same sort of letterhead paper used 
by any hole-in-the-wall enterprise, likely as not they assume you're in 
the same category. They never understand that cheap paper costs only 
a trifle less than really fine paper. 


That’s why so many companies that value a good public opinion use 
100% rag bond for their letterheads, notices, documents and other 
printed pieces. Weston’s DEFIANCE BOND (100% rag content) 
leaves no room for false impressions. Its greater strength and crisp- 
ness, its striking whiteness, its very perfection speak so eloquently of 
stability and responsibility. 

Ask to have your next order of letterheads on DEFIANCE BOND. 
You'll be impressed with the difference. 


IS PAPER YOUR RESPONSIBILITY? 


You'll profit by the ideas and technical information in the publication, Weston’s 


Papers. Issued regularly for the benefit of paper buyers. For copies, 


Write BYRON WESTON CO., DALTON, MASS. Dept. c 
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ROBERT A. BURROWS’ 


NEW 1939 
UTILITY CHART 


ELECTRIC LIGHT AND POWER e GAS @ TRANSPORTATION 
WATER @ COMMUNICATIONS @ INVESTMENT COMPANIES 
ETC. 














@ Showing at a glance @ 


“INTER-RELATION AND CAPITALIZATION OF THE PRINCIPAL PUBLIC 
UTILITY HOLDING, OPERATING AND INVESTMENT COMPANIES 
AS OF JUNE 1, 1939” 


ALSO SERVICE AREA MAPS OF THE PRINCIPAL 
PUBLIC UTILITY SYSTEMS IN THE UNITED STATES 
(Chart Size—34” x 28”) 





An indispensable reference for @ Public Utility Executives @ Utility Supply 

Companies @ Banks @ Brokers @ Investment Counselors @ Trust and In- 

surance Companies @ Public Service Commissions @ Investors @ Or any one 
interested in any phase of the Public Utility Industry. 


e e PLEASE NOTE e e ) 


Chart is printed on 32-lb. high grade paper in ONE COLOR at $2 
per copy, or in NINE DISTINCTIVE COLORS at $3 per copy, postage 
prepaid. Colors used in bar graphs afford an excellent chart for fram- 
ing or desk top reference. 


If —— MAILING is desired add 25c for special 3-ply mailing 
tube. 


QUANTITIES of ten or more copies, for complimentary distribution, 
at reduced prices, on request. 








© 
Order from 


PUBLIC UTILITIES REPORTS, Inc. 
Munsey Bldg. Washington, D. C. 









































February 29, 1940 Public Utilities Fortnightly 





_— 





“It went up the poe that Wi 


19 years ago, b tobe exact”*” 


mk. 


*From an actual conversation between 
a farmer and an Alcoa supervisor. 


ALCOA 
) “That Aluminum line was built in1921.Iremember—” 
Ww Many men, like our rural friend, feel a kinship 
for the “Aluminum” power lines they’ve grown up with. 
They boast how “she rode through the winter of the big 
blizzard.”’ Or recall seasons of exceptionally high winds, 
excessive heat and cold. These lines earned this respect by 
staying on the job, year after year, against serious odds. 

Men with the power companies have like respect for 
A.C.S.R. lines. They know that the ability of these con- 
ductors to stay on the job means money in their pockets; 
maintenance costs are low, emergency calls few and far 
between. That’s why, when they’re building a new rural 
or hi-line, they specify A.C.S.R. Their construction fol- 
lows A.C.S.R. engineering standards, 

ALuminuM Company oF America, 2134 Gulf Building, 
Pittsburgh, Pennsylvania. 


Vo of} elit 


Muminum Cable Stel Reinforced 
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SIMPLICITY 
PRECISION 
ACCURACY 





—— 


@ The Trident 
Split Case Disc 
Meter for do- 
mestic service. 





Three little words... 


Three little words...about which 
thousands of other words are being 
written and printed today... three 
words that sum up the whole story 
of the predominance of Trident 
Water Meters. 

For the simple fact is that these 
precision-built water meters, known 
and used the world over, continue 
the predominant choice of men who 
want maximum water revenue for 
lowest ultimate cost. 


1892 
1940 


That means that Trident increased 
and sustained Accuracy... Trident 
Interchangeability . . . and Trident 
Simplicity... have firmly established 
the plus-6-million leadership of 
Neptune-built water meters in the 3 
water works field. 

A type for every purpose. The 
great majority of Trident Meters 
installed are still in service—proof 


of Quality. 


Trident 


WATER METERS 





NEPTUNE METER COMPANY °¢ 50 West 50th Street, NEW YORK CITY 
Branch Offices in CHICAGO, SAN FRANCISCO, PORTLAND, ORE., DENVER, DALLAS, 
KANSAS CITY, LOUISVILLE, ATLANTA, BOSTON. 

Neptune Meters, Ltd., 345 Sorauren Avenue, Toronto, Canada. 





——— 
Ti 
——— 
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“DISTRIBUTION COSTS LESS 


CUT COPPER LOSSES 





Cables run cooler through J-M Transite 
Ducts because their dense, close-grained 
structure has an unusually high-rate of 
heat dissipation. Therefore, I?R losses 
are reduced, and cables in systems using 
Transite Conduit and Korduct have ap- 
preciably higher carrying capacities. 


DO NOT BURN 


Made of asbestos and cement, Transite 
Ducts are fireproof. Flame and arc caused 
by cable burnouts will not damage adja- 
cent cables and equipment. Being inor- 
ganic, these modern cableways prevent 
formation of combustible and explosive 
gases and fumes. Furthermore, they can- 
notrotor decay... keep maintenance low. 


SAVE at INSTALLATION 


Transite Ducts come in long, light 
lengths that are easily and economically 
handled. Lining-up is fast and accurate 

. fewer joints are required. Their smooth 
bore stays smooth—assures easy pulls on 
new installations or replacements. And, 
where Transite Conduit is used, it re- 
quires no concrete envelope. 


@ YOU'LL SAVE by using Transite Korduct wherever cableways 
must be ‘‘concreted-in.’? On open and exposed locations, Transite Conduit is so 
durable it requires no protective casing. For full details, ask for brochure D.S. 410. 
Johns-Manville, 22 East 40th Street, New York, N. Y. 





Johns-Manville TRANSITE DUCTS 


for use underground with- for instal- 


TRANSITE CONDUIT s«*'concrere envetore TRANSITE KORDUCT ‘ero 1 


for exposed locations crete 
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UTILITY REGULATION 


ress 


Proceedings of 1939 
Convention 


NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 


Comprising 56 State, Federal, and Territorial Regulatory Commissions 


$6.00 


















Round-table Discussions and Reports including the following topics: 


Telephone Regulation—Depreciation—Original Cost Requirements of New 
Accounting Classifications — Public Utility Finance — Competitive 
Bidding—New Problems in the Regulation of Motor Carriers— 
Proposed Uniform Rules for Construction and Filing of 
Rates—Valuation—Training of Personnel for Public 
Utility Regulation—These and Others. 


OTHER 1939 PUBLICATIONS OF THE NATIONAL ASSOCIATION NOW AVAILABLE 
UPON ORDER: 


























MEHOTES OL NGOMMNTCE tan! DICHFECIAUION: iis. cots s'so-05 fees acs dies os'o-sae ele whno aes ame sees. $1.50 
isoshaty: Gt important Electric citate LOrms: i 6oit oes a's soc'cescce 008 boede Cocewisls bore ee 75 
ASIOSSATY OR EO OLLOINE Usa TRACE LCTINS © ose cos o:0-:0 sini soe boe'sie. 6 wa nceTidinls ss.8d.ge% eee oe 50 
Report of Committee on Statistics and Accounts, Including Memorandum 

on Disposition of Acquisition Adjustment Accounts ..........eeesceecesccceeeeres 60 
Interpretations of Uniform System of Accounts, Electric Utilities, E-2 ..............+- 15 
Interpretations of Uniform System of Accounts, Gas Utilities, G-1 ................ 50 
Interpretations of Uniform System of Accounts, Gas Utilities, G-2 ........... eee eeeee 50 
Interpretations of Uniform System of Accounts, Water Utilities, W-1 ..............-- 50 
Interpretations of Uniform System of Accounts, Water Utilities, W-2 ............20000% 50 
Rules Governing Preservation of Records of Gas Utilities .............. cesses eee neers 60 
Rules Governing Preservation of Records of Water Utilities .............e cece eee e eee 50 
Revised Annual Report form, Gas and Electric Utilities, Coordinated with 

NEW. WIMICOI SVELOHISLOL AOCOUNIS ..c:ccasean de peta iewmaneiis voids sneer hee erke ee «© 3.00 
Revised Annual Report Form, Water Utilities, Coordinated with new Uniform 

SS RERUN CIE s ROR GUINES aoa. cs ois. nis assee ais vere oseicis vio iSig'oius vig WIS gia orvig mlGibag sees Riakeetivnas sie i6y¥a« 2.00 
Revised Consolidated Annual Report Form for Gas, Electric and Water Utilities, i 

Coordinated with new Accounting Systems ..........ccccccccccscccvsiescosccceees 4.50 






(Where remittance accompanies order we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 


7413 NEW POST OFFICE BLDG. WASHINGTON, D. C. | 
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RILEY STEAM GENERATING UNIT 


Installed in the plant of 


A Large Texas Utility 











Steam Outlet 
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250,000 Pounds of Steam per hour. 975 lbs. Steam 
Pressure. 910° F. Steam Temperature. 


Riley Boiler, Superheater, Steam Temperature Control, 
Economizer, Air Heater, Water Walls, Steel Clad 
Insulated Setting. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT 
8T. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY Los ANGELES 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
ULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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accuracy, long life and low maintenance 
cost. All registers have the large re Olt ENCLOSED INTERMEDIATE 
t GEAR TRAIN — Extreme care 

. pos vere to produce @ smooth 
straight reading types, indicating either 8, long wearing gear train. AS 
gallons or cubic feet are available. soindles operate in hard rubber 

ings. All pinions and spindles are 
megs from pure nickel. 














bling a very easy matter 











[UZ 


ROTORS —The rotors consist of three vulcanized hard rubber screws 
which mesh with each other and fit the bore of the measuring cham- 
ber. Water enters the measuring chamber from the bottom and, 
as it 4 pea upwards by line pressure, causes totors to turn 
from The threads on the rotors act as a continuous piston 
Coren ‘ers moves in a forward direction, Water i is not brought 
into rotation, but flows smoothly — turbulence or pulsation. 
The ection is perfectly smooth and free from vibration even when 
operating at maximum flow rate. 











Better Materials Are Used In The Pittsburgh IMO 
Than Are Used In Any Other Meter 





AND HERE’S WHAT THE 
CHAMBER The PITTSBURGH IMO WILL DO... 


poder Bh ed STRAINER—Made of mone! screen, 
is cast from a special completely raged apeeton cham- 

ne ei ee eee ee penance The IMO has gained the reputation as being 
peacsie eel foe Raping om I “the most accurate water meter ever commercially 
strainer is omitted entirely because the built’. Specifications guarantee an accuracy of 
Seavemaueen 98% at 1/4g.p.m., and 90% at 1/12g.p.m. And 
IMO accuracy is sustained accuracy, as has been 
the herd rubber . proven in thousands of installations and by the 

lors, 


most severe breakdown tests. 














Io 





Silent operation is another Pittsburgh IMO 

feature. Due to its basic construction, the IMO 

2 can never become noisy; there can be no “click- 
QUICKLY AND EASILY ASSEM- ing” sound to annoy your consumers. 


Lower maintenance costs result from the 
an ie ie chalets unique design principle which increases the life 
meter ia o few minutes’ time end con- of working parts and insures longer trouble-free 
rsely the meter can be disassembled, 
while in the line if necenory, lest es service. You can get the complete story of the 
quickly. we IMO Meter by writing for Bulletin 
-529. 











PITTSBURGH EQUITABLE METER COMPANY 


MERCO NORDSTROM VALVE Co. 


NEW YORK - BUFFALO: PHILADELPHIA . . DES MOINES CHICAGO - COLUMBIA 
KANSAS CITY - TULSA- LOS ANGELES Wain Offecea PITTSBURGH, PA. MEMPHIS - OAKLAND - HOUSTON 





Remember PITTSBURGH METERS WEAR IN WHERE OTHERS WEAR OUT 
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COLLECTION CONTROL 


ACCT S RECEIVABLE 
“LEDGER BALANCING 


2 


et al | 


a : 
be : 
‘% 


ti: 


Closer Control 


with this all-around accounting method 


The accuracy and speed of the International Electric Account- 
ing Method are proving ideal for all phases of public utility 
accounting work. By this modern method, entries are made as 
transactions occur. These entries are classified and reclassified 
mechanically, as often as necessary. No additional handling, post- 
ing or writing are required. 


At the close of each accounting period, operating reports are 
prepared automatically. Special reports and analyses are also pro- 
duced from the same media with accuracy and great speed. 


International Electric Accounting Machines will also prepare 
your Payroll, Pay Checks, Statements to Employees, Earnings 
Records, Federal O.A.B. Reports, and State Unemployment 
Compensation Reports. 


There is an International Representative as near as 
your telephone. Call him today. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


General Offices om Branch Offices in 
590 Madison Avenue, New York, N. Y. Principal Cities of the World 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





: 1 
obligato” 
Se 










ELLIOTT company 


Heat Transfer Department: JEANNETTE, PA. 
District Offices in Principal Cities 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement 











Attilities Almanack 








Z FEBRUARY & 





q Eastern Natural Gas Regional Sales Conference opens, Pittsburgh, Pa., 1940. cs 





e MARCH & 





1 fon England Gas Association will hold annual convention, Boston, Mass., Mar. 14, 15, 





{ Western Public Works Congress will be held, Los Angeles, Calif., Mar. 14-16, 1940. 





q ine” Association will hold annual convention, Oklahoma City, Okla., Mar. 





{ American Society for Testing Materials convenes, Detroit, Mich., 1940. 





{ American Water Works Association, Southeastern Section, will hold meeting, Birming- 
ham, Ala., Mar. 18-20, 1940. 








{ Missouri Valley — Association will hold joint rural sales conference, Kansas City, 
Mo., Mar. 19, 20, 








{ Texas Telephone Association will hold convention, San Antonio, Tex., Mar. 19-21, 1940. 








{ Missouri Valley Electric Association will hold engineering conference, Kansas 
City, Mo., Mar. 21, 22, 1940. 





{ Oklahoma Telephone Association will convene for session, Tulsa, Okla., Mar. 27, 28, 1940. 








1 iesrione Water Works Association, Canadian Section, will hold convention, Mar. 27-29, 








I Wisconsin Utilities Association, Gas Section, starts convention, Milwaukee, Wis., 1940. 








{ Kansas Telephone Association will hold session, Topeka, Kan., Apr. 3, 4, 1940. 





{ Midwest Power Conference will be held, Chicago, Ill., Apr. 9, 10, 1940. 
ee 
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That Integration Puzzler 


The Holding Company Act period of grace 
thought to be nearing tts end. 


Realigning the industry should not, in the opinion of the author, be re- 

garded as prolonged. In fact, the Securities and Exchange Commission, 

as administrator, may well deserve to be commended for proceeding 
cautiously with legislation so stringent in character. 


By EARL C. SANDMEYER 


FTER simmering for more than 
four years, the holding com- 


pany solvent prescribed by 
Congress in 1935 is coming to a boil. 

Until now the multicolored map of 
corporately related power systems has 
been little affected, but the fumes are 
becoming increasingly acrid as Wash- 
ington prepares to apply the diluent 
directly. 

In view of the magnitude of the 
task requiring geographical integra- 
tion and corporate simplification of 
each electric system, perhaps the de- 
lay in realigning the industry should 


259 


not be regarded as prolonged. In fact, 
the Securities and Exchange Commis- 
sion, as administrator, may well de- 
serve to be commended for proceeding 
cautiously with legislation so stringent 
in character. 

Nevertheless, uncertainty of the 
outcome prevails—and, until this un- 
certainty is removed, the utilities’ 
much needed return of investor confi- 
dence hangs in the balance. 


| apeate through borrowing, the use 
of depreciation reserves, and the 
earmarking of net income which other- 
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wise might have been distributed to 
stockholders, companies engaged in 
the production and distribution of 
electric energy have found it difficult 
to finance necessary plant expansion 
and improvements in recent years. 
Virtually no new capital has been 
raised through the public sale of com- 
mon stock or preferred stock, or even 
bonds, since 1931 (see accompanying 
chart). 

Most of the electric utility financing 
since that year has been limited, by 
reason of public uncertainty, to the re- 
funding of outstanding senior securi- 
ties with lower interest-bearing certifi- 
cates. 

This financing predicament of the 
utilities is clearly reflected in the open 
market’s appraisal of their equities. 
Although utility business has com- 
pared more favorably than other lines 
(consumption of electric energy in the 
United States has jumped 60 per cent 
since 1932 and the trend continues up- 
ward), utility equities have given a 
poor performance. On the average, 
utility common stocks are selling with- 
in their 1932 price range, and not far 
above their depression lows which 
were established in early 1935. From 
a 1929 high of 381.17, the average of 
thirty industrial common stocks fell 89 
per cent to a 1932 low of 41.22. The 
average of fifteen utilities fell 90 per 
cent from a 1929 high of 144.61 to a 
1935 low of 14.46. Percentagewise, 
the two averages lost almost equally; 
but whereas today the industrials have 
recovered 31 per cent of their depres- 
sion loss, the utilities have regained 
only 8 per cent. Even the railroads, 
whose economic status has been far 
from satisfactory, have behaved better 
marketwise than the utilities. 
FEB. 29, 1940 


7” explanation, it should be pointed 

out that while increased operating 
efficiencies have more than offset the 
downward trend of electric rates as an 
income factor, the threatened compe. 
tition of Federal power projects, gov. 
ernment subsidization of municipally 
owned plants, and heavy taxation have 
contributed to the depressed market 
for utility equities. Of equal, if not 
greater, influence upon investment 
psychology, however, has been the 
uncertainty of how each electric sys. 
tem will meet the specifications of § 1! 
of the Public Utility Holding Con- 
pany Act. 

Integration is no novelty to the 
utilities. Prior to the New Deal, 
power systems developed freely along 
physical and economic lines. With 
holding companies conveniently f- 
nancing their purchases through the 
issuance of securities, acquisitions and 
mergers appeared in increasing vol- 
ume from 1921 to 1929. Just as mush- 
room growth within the railroad and 
oil industries had invited corrective 
regulation, however, utility expansion 
was not to escape the abuses of human 
greed. The race for financial control 
led to bloated balance sheets, top- 
heavy capital structures, and watered 
equities. 

“Power trust” allegations inspired 
an exhaustive investigation of the 
electric industry by the Federal Trade 
Commission beginning in 1928. Ad¢- 
ing fuel to the fire, came the market 
crash of 1929-1932 with paper losses 
of billions of dollars to investors 
Subsequently, both party platforms 
called for a program of Federal regt 
lation and the reformation was begut 
soon after the New Deal took offic 
in 1933. 


260 





- ~s 


~~ 


BILLIONS OF DOLLARS PER YEAR 
— oo 


> aml 





compe. 
“ts, gov- 
nicipally 
ion have 
market 
, if not 
vestment 
een the 
tric sys- 
sof § 11 
g Com- 


to the 
v Deal, 
ly along 
. With 
ntly fi 
ugh the 
ions and 
ing vol- 
is mush- 
oad and 
rrective 
‘pansion 
F human 
control 
ts, top- 
watered 


inspired 
of the 
| Trade 
8. Add- 
market 
ar losses 
vestors. 
at forms 
al regu 
s begun 
sk office 


THAT INTEGRATION PUZZLER 


EHIND waves of adverse utility 
B publicity from the Federal Trade 
Commission, the sea roughened with 
agitation for government rate yard- 
sticks and drastic holding company re- 
strictions. The Tennessee Valley Au- 
thority was created in June, 1933, and 
Congress authorized huge power proj- 
ects at other points. It was announced 
that the Federal government would 
contribute 30 per cent, later raised to 
45 per cent, of the cost of construction 
and lend the balance at low interest 
rates to any municipality desiring to 
build its own power system. 

Aware of an immediate need for an 
amicable understanding with govern- 
ment, utility men hastened to Wash- 
ington in late 1934. It is needless to 
say that their efforts were futile, al- 
though not until after one of the bit- 
terest contests in the history of Con- 
gress did the Public Utility Holding 
Company Act become law. Drafted by 
Benjamin V. Cohen and Thomas G. 
Corcoran, administration advisers, the 
legislation passed the Senate by one 


bare vote and, after two rejections, 
passed the lower chamber only when 
the late Joseph W. Byrnes of Tennes- 
see, then Speaker, made an unprece- 
dented appeal from the well of the 
House. Even then the so-called “death 
sentence” of § 11 had to be modified 
in language subject to broad interpre- 
tation. Authors Cohen and Corcoran, 
however, have kept close to the scene 
and are reliably reported to be actively 
collaborating with the SEC on en- 
forcement of the Act. 


oe of the administration’s 
narrow margin of victory and 
because of political aims? behind the 
legislation, it is no wonder that the 
utilities tried vigorously to nullify the 
Holding Company Act in the courts. 
But why has integration remained at a 


standstill since passage of the Act in 


1 Commenting on the Holding Company Act, 
which he actively sponsored, Senator Burton 
K. Wheeler said: “For the private initiative 
of the holding company bent on a quest for 
private profit, this bill substitutes the public 
initiative of a Federal agency directed to the 
objective of public service.” 


A REVIEW OF PUBLIC UTILITY FINANCING 
(ELECTRICITY, GAS, TELEPHONE, TRACTION ETC.) 
SOURCE: PLOTTED FROM TOTALS GIVEN IN THE “COMMERCIAL & FINANCIAL CHRONICLE” 
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1935? Why have so many utilities 
adopted a passive attitude toward the 
law when an early show-down might 
eliminate the public uncertainty which 
is largely responsible for depressed 
market conditions? 

After all, the law is not to be ig- 
nored. By mandate of Congress, it is 
the duty of the Securities and Ex- 
change Commission to enforce the Act 
“as soon as practicable after January 
1, 1938.” After allowing for the fact 
that the law was stymied in the courts 
until March, 1938, when the Supreme 
Court upheld the registration provi- 
sions of the statute, it would seem that 
the SEC is nearing the end of its grace 
period. That the commission realizes 
this was recently made clear in no un- 
certain terms by Chairman Jerome N. 
Frank who, in an address before the 
American Management Association in 
New York city on January 25, 1940, 
declared : 


And so it is that integration ... is now 
just about to begin. It had been our hope 
that during this period of necessary admin- 
istrative delay, the holding companies would 
avail themselves of those provisions of the 
statute which permit them to institute, be- 
fore the SEC, integration programs of their 
own. One or two companies have done pre- 
cisely that. But most of them have not. 


MN igoreee § 11 (a), it is the duty of 
the SEC to 


examine the corporate structure of every 
registered holding company and subsidiary 
company thereof, the relationships among 
the companies in the holding company sys- 
tem ... to determine the extent to which the 
corporate structure of such holding com- 
pany system and the companies therein may 
be simplified, unnecessary complexities 
therein eliminated, voting power fairly and 
equitably distributed among the holders of 
securities thereof, and the properties and 
business thereof confined to those necessary 
or appropriate to the operations of an in- 
tegrated public utility system. 


The cynosure of the Act, however, 
is § 11 (b) wherein the SEC is ex- 
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plicitly directed to limit each utility 
group to a single integrated system: 
provided, however, 
that the commission shall permit a regis. 
tered holding company to continue to contro| 


one or more additional integrated public 
utility systems if ... it finds that— 


(A) Each of such additional systems can. 
not be operated as an independent system 
without the loss of substantial economies 
which can be secured by the retention of 
control by such holding company of such 
system ; 

(B) All of such additional systems are 
located in one state, or in adjoining states, 
or in a contiguous foreign country; and 


(C) The continued combination of such 
systems under the control of such holding 
company is not so large (considering the 
state of the art and the area or region af- 
fected) so as to impair the advantages of 
localized management, efficient operation, or 
the effectiveness of regulation. 


i nner subsections of the law give 
broad discretionary powers to 
the Securities and Exchange Commis. 
sion. A branch of the executive de- 
partment of the Federal government 
and appointed by the President, the 
SEC also has the authority “to make, 
issue, amend, and rescind such rules 
and regulations and such orders as it 
may deem necessary or appropriate” 
to carry out the Act. Thus, the commis- 
sion may be regarded as a tripowered 
body, with executive, legislative, and 
judicial functions. The attitude of the 
commission toward the Holding Con- 
pany Act, therefore, is important. 
What is this attitude? 

Since the membership of the com 
mission is subject to frequent change 
(there have been four chairmen in the 
last five years), and since the rules may 
be revised at the commission’s will, the 
answer cannot be fixed. For the it- 
mediate future, however, the attitude 
of the present chairman as expressed 
in his recent New York address 's 
significant, 
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Dormancy of Geographical Integration 


“ .. geographical integration has been dormant since the Holding Com- 

pany Act became law. This has been due somewhat to the reluctance 

of intrastate companies to become ensnared in Federal regulation by 

stringing their lines across state boundaries; due partly to a tendency 

of the various systems to wait and see what others are going to bid 

or offer in exchanging properties, but perhaps due largely to a lack of 
understanding with the SEC.” 





The integration provisions of the 
Act, said Mr. Frank, are “explicitly 
directed to the restoration of reason- 
ably localized management. The pur- 
pose of that provision was precisely to 
restore vitality to the management of 
the local operating company.” 

The chairman said the SEC does 
not intend to “crack down’”’ on holding 
companies, but he did not imply that 
the law is to be enforced by a commis- 
sion with folded arms. “We will be 
carrying out the carefully planned 
congressional purpose of rejuvenating 
local utility management,” he said. . . . 
“Ours is a long, tedious process which 
will take years, .. . While utility hold- 
ing companies continue to control 
widely scattered local operating utility 
companies, it will most certainly be the 
duty of the SEC to review the judg- 
ment of management and restrain the 
hand of management where its pro- 
posals conflict with the explicit stand- 
ards of the law...” 
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AX if warning of a storm, Mr. Frank 
declared: “You will undoubtedly 
read in the press charges that we have 
begun a political campaign. When you 
read that sort of nonsense, don’t be- 
lieve it .. . We will not be applying a 
death sentence to the utility industry 
(the law makes a clear distinction be- 
tween holding companies and public 
utility operating companies) . . . We 
will not be setting out to injure public 
investors in local operating companies. 
... There will be a lot of comment that 
we are setting out to destroy the in- 
vestments of innocent investors. But 
we are not magicians . . . Nothing 
would so effectively accomplish the 
purpose of Congress as for the SEC 
to bring about a situation where local 
management—management that knew 
and had a sense of responsibility to- 
wards its particular community— 
would be in the driver’s seat and the 
SEC would retire to the background.” 

Mr. Frank’s attitude is shared by 
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other members of the commission. 
They may not be influenced by the fact 
that a presidential election is in the 
offing, but certainly they cannot afford 
to disregard recent demands of gov- 
ernment ownership leaders that the 
SEC enforce the “death sentence” or 
resign. 

“T believe the commission has 
waited long enough for holding com- 
panies to take the initiative,” one high 
SEC official told the writer recently. 
“It is time the utilities stopped kid- 
ding us. They should either take defi- 
nite steps to conform to the law or 
argue its constitutionality in the 
courts.” 


py *semannis the view that the utili- 
ties had eliminated many abuses 
of the past, this authority went on to 
show that further house cleaning was 


in order. “I know of instances in the 
power industry,” he cited, “where sec- 
retaries are paid as much as $6,000 
and stenographers as much as $3,000 
annually. Even expert government 
clerks do not command such remu- 
neration !”” 

It is quite obvious that the commis- 
sion at last means business. Chairman 
Frank has promised “long days of 
hearings and many days of confer- 
ences.” Also, “there will be time for 
the filing of briefs and time for oral 
arguments and time for careful de- 
liberation on the part of the commis- 
sion before any holding company sys- 
tem can be properly directed as to how 
it should integrate.” 

When the shortcomings are deter- 
mined, it is the duty of the commis- 
sion to order a holding company sys- 
tem to comply as the commission may 
see fit, but holding companies are not 
FEB. 29, 1940 


without safeguards against unjug 
rulings. Under § 10 (c) (2), the 
transfer of utility securities and assets 
is conditioned upon whether it “vil 
serve the public interest by tending to. 
wards the economical and efficient ce. 
velopment of an integrated public util 
ity system.” Under § 24 (a), “any 
person or party aggrieved by an order 
issued by the commission under this 
title may obtain a review of such order 
in the circuit court of appeals of the 
United States within any circuit 
wherein such person resides or has his 
principal place of business, or in the 
United States Court of Appeals for 
the District of Columbia, by filing in 
such court, within sixty days after the 
entry of such order, a written petition 
praying that the order of the commis- 
sion be modified or set aside in whole 
or in part.” 


HERE are two phases of integra- 

tion—one corporate; the other 
physical. Corporately, the Act aims to 
limit holding company systems to 3 
story structures; viz., § 11 (b) (2) 
“, . the commission shall require each 
registered holding company to take 
such action as the commission shall 
find necessary in order that such hold- 
ing company shall cease to be a hold- 
ing company with respect to each of 
its subsidiary companies which itself 
has a subsidiary company which isa 
holding company.” 

The specifications of physical inte 
gration as applied to electric systems 
are not so clear. An integrated system 
is defined as being physically intercon- 
nected or capable of physical intercon- 
nections and, under normal conditions, 
capable of being economically operated 
as a single interconnected and codrdi- 
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nated system confined in its operations 
oa single area or region. Further 
definition must come from the com- 
mission, since the single area or region 
is confined by the law to “one or more 
ktates, not so large as to impair (con- 
idering the state of the art and the 
brea or region affected) the advan- 
ages of localized management, effi- 
ient operation, and the effectiveness 
of regulation.” 


t would be stretching the imagina- 

tion to assume that the SEC aims 
0 localize utility management on a 
cale corresponding to utility service 
in England. An exhaustive survey by 
he McGowan Committee on Electric- 
tyand Distribution in 1936 concluded 
hat there were too many small electric 
enterprises in the country and that 
ower distribution costs could be 
nchieved by widespread consolida- 
ions. The report has not been very 
effective, however, because of the 
arge number of municipal plants in 


It also would seem unlikely that the 
ommission will go to an extreme in 
liminating holding companies. Cer- 
ainly there are many benefits under 
vell-managed and properly regulated 
olding systems. Among these are 
he economies of combined purchas- 


e 


ing; the combined use of expert serv- 
ices, such as legal, tax, and insurance 
counsel, accounting, financing, sales 
promotion, and rate research—to say 
nothing of engineering service. 


A’ for integration, few utility lead- 
ers dispute economic advan- 
tages claimed by its advocates. In 
fact, much has been accomplished 
within most systems to eliminate 
duplicate operating expenses through 
corporate simplification. Savings also 
have been made through intrasystem 
tie-ins of generating and transmission 
facilities. Broadly speaking, however, 
geographical integration has _ been 
dormant since the Holding Company 
Act became law. This has been due 
somewhat to the reluctance of intra- 
state companies to become ensnared in 
Federal regulation by stringing their 
lines across state boundaries; due 
partly to a tendency of the various sys- 
tems to wait and see what others are 
going to bid or offer in exchanging 
properties, but perhaps due largely to 
a lack of understanding with the SEC. 

How can the deadlock be broken? 
How can uncertainty be removed and 
investor confidence be restored ? 

The SEC has had more than four 
years in which to study the Public 
Utility Holding Company Act and 


the Public Utility Holding Company Act and survey the 


q “THE SEC has had more than four years in which to study 


various systems affected thereby. It is a common remark of 
utility officials that, as for factual matters concerning their 
companies, the commission knows as much as they do. Not 
only is the SEC familiar with the law, but it knows the utility 
industry, having subjected all registered companies to a 
most thorough barrage of questioning on all phases of the 
power business.” 
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survey the various systems affected 
thereby. It is a common remark of 
utility officials that, as for factual mat- 
ters concerning their companies, the 
commission knows as much as they do. 
Not only is the SEC familiar with the 
law, but it knows the utility industry, 
having subjected all registered com- 
panies to a most thorough barrage of 
questioning on all phases of the power 
business. 


N view of the circumstances, the 
utilities are asking these questions: 
(1) Does the commission intend 
that each utility system be restricted to 
one geographically integrated unit, 
and, if so, how many such units may 
each holding company control ? 

(2) Is the “adjoining states” pro- 
vision, § 11 (b) (1) (B), to be given 
broad or narrow interpretation ? 

(3) What is to be the proper size of 
an integrated system? Will it be de- 
termined by geographic or fiscal 
boundaries, by social or economic fac- 
tors? 

(4) Upon what formulae are prop- 
erties to be valued for purposes of sale 
or exchange? 


1 eed these are not just casual ques- 
tions which might occur to 
someone reading over the Holding 
Company Act. They are mighty seri- 
ous, fundamental points. Until they 
are settled, or the eventual solution of 
them is indicated (in at least a general 
way), no rapid progress is likely to be 
made in the integration program. And 
that goes for the SEC as well as the 
utilities. As long as these (and per- 
haps a number of other) basic mat- 
ters remain up in the air, the integra- 
tion policy is bound to wallow around 
like a ship bereft of maps or compass. 

This suggests that a prophylactic 
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rather than curative approach to the 
integration problem might be more ef- 
fective. The situation recalls the un. 
satisfactory attitude that used to pre- 
vail in the antitrust division of the 
Justice Department. It was_ useless 
for a business man to hope for any ad- 
vance help from Washington in de- 
termining the often difficult question 
of whether a proposed arrangement 
between business associates would or 
would not violate the antitrust laws, A 
Justice Department lawyer would lis- 
ten coldly to the proposal, then fix the 
business man with a fishy eye and say, 
in effect : 

“We can’t tell you whether you are 
violating the law until after the viola- 
tion has occurred. Go ahead at your 
own risk and after that we’ll study the 
set-up and decide whether to prosecute 
or not. We’re not here to give advisory 
opinions.” 


r recent reports are true, this state 
of affairs has cleared up consider- 
ably at the Justice Department and a 
business man can get at least a sympa- 
thetic, if not a conclusive, conference 
under such circumstances. But to get 
back to the SEC, the quickest way to 
break through this impasse which 
confronts the integration program 
would seem to be for the SEC to 
formulate some general guiding prin- 
ciples so that industry would know 
what to expect and prepare accord: 
ingly. And this would be helpful 
even though the SEC resolves to pul 
the laboring oar itself without as much 
spontaneous codperation from the in- 
dustry as had been earlier hoped. At 
least, it would clear some of the fog 0 
uncertainty which now makes utilities 
an investor’s nightmare. 
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Definition of an Integrated System 


66 AN integrated system is defined as being physically intercon- 

nected or capable of physical interconnections and, under 

normal conditions, capable of being economically operated as a single 

interconnected and codrdinated system confined in its operations 
to a single area or region.” 





It would give utility management 
some idea of direction. And the indus- 
try might be found more helpful to the 
SEC if it had some hint of the trail. 

Of course, nobody can reasonably 
expect the SEC to come out boldly 
with a blueprint as to what would 
constitute an “integrated holding 
company” right down to the last dol- 
lar of allowable investment, or the ex- 
act limitation of size or scope of allow- 
able holdings. Obviously, since each 
holding group developed in its own 
way, the integration process will nec- 
essarily have to be applied with respect 
to the special situation in each case. 
Nevertheless, there are certain ines- 
capable common denominator points 
in this integration work which will 
have to be determined if the whole 
policy is not to be harassed with in- 
consistency and confusion. The four 
questions asked above appear to be of 
this order. It suggests a paraphrase of 
the oftquoted generality of Alfred de 
Musset: “Give us a Rule if only that 
Wwe may identify the Exceptions.” 
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yo is the SEC’s reply? As ex- 

pressed privately to the writer, 
members of the commission ask, “If 
utilities want clarification of these 
problems, why do they not bring defi- 
nite programs before us?” Also, they 
ask, “If our opinions are considered 
unjust, do not the companies have full 
recourse to the courts?” 

As has been publicly indicated by 
Chairman Frank, integration will be a 
long and tedious process if the SEC 
has to take the initiative throughout. 
Speed will depend largely upon codper- 
ation of the industry. 

The program of American Water 
Works & Electric Co. received its 
blessing sometime ago, and the plans 
of American Gas and Electric Co. and 
Columbia Gas & Electric Corp. have 
been heard by the commission. 
Through court reorganization pro- 
ceedings the Utilities Power & Light 
system is being reshuffled to comply 
with the Act. Now that Associated 
Gas & Electric Co. has filed under the 
Chandler Act, its system will be given 
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due attention. (Some experts think 
this case will be in the courts for the 
next three years. ) 

The most interesting problem of 
integration—though probably not so 
serious as is generally believed—con- 
cerns Electric Bond and Share Co. This 
system’s structure is simplified cor- 
porately, being limited to three stories 
with few minor exceptions. Geo- 
graphically, however, operating prop- 
erties are widely scattered. For ex- 
ample, note the regions in which units 
of more than one Bond and Share sub- 
holding company operate. American 
Power & Light Co. subsidiaries: oper- 
ate in Arizona, Florida, Idaho, Iowa, 
Kansas, Minnesota, Montana, Ne- 
braska, New Mexico, Oregon, Texas, 
Washington, and Wisconsin. Electric 
Power & Light properties are situated 
in Arkansas, Colorado, Idaho, Louisi- 
ana, Mississippi, Oregon, Texas, 
Utah, and Wyoming. National Power 
& Light Co. subsidiaries operate in 
Alabama, North Carolina, Pennsyl- 
vania, and Texas. 


© peagoont it would appear that 
an interchange of subsidiary 
properties would be appropriate under 
the Holding Company Act for the 
Bond and Share system. Whether Elec- 
tric Bond and Share Co. itself will be 
permitted to dominate the empire re- 
mains to be seen, but the management 
insists that both investors and con- 
sumers are better served through the 
principle of diversity. It was on this 
very principle, the management claims, 
that Bond and Share was founded. 
The case of the Commonwealth & 
Southern Corp. is not complex. Some 
observers think the commission might 
see fit to bisect the system into in- 
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dependent units—one in the South and 
the other in the North. The northern 
division, with important properties in 
Michigan and Ohio, is in good posi- 
tion to expand. The SEC may think 
that Wendell Willkie has too much in- 
fluence in the South, despite the sale 
of Tennessee Electric Power Co. to 
the TVA, municipalities, and others, 
but it is noteworthy that the C&S 
leads the industry both in volume and 
in economy of service per average 
residential customer throughout the 
system. 

Standard Gas and Electric Co. sys- 
tem has interesting integration possi- 
bilities. Its San Diego property could 
easily be merged with Southern Cali- 
fornia Edison Co. The North Ameri- 
can Co. might be permitted to accept 
Standard’s 200,000 shares of Pacific 
Gas and Electric Co. as part payment 
for the properties of Wisconsin Elec- 
tric Power Co. Other scattered prop- 
erties might be sold by Standard to 
strengthen its stake in Minnesota and 
Wisconsin for its principal system; 
Pittsburgh and Oklahoma properties 
as additional systems. 


Een Gas Improvement Co. un- 
doubtedly would have little diff- 
culty in obtaining SEC permission 
were it to sell its holdings of Connecti- 
cut Light and Power Co. to the public 
and use the proceeds to relieve United 
Corp. of its holdings in Public Service 
Corp. of New Jersey. 

The North American Co., by sell- 
ing its Wisconsin unit to Standard 
Gas and possibly by disposing of cer- 
tain other properties, might increase 
its stake advantageously in the Mid- 
dle West. Engineers Public Service 
Co. might liquidate utility investments 
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thand jg in the Northwest, Nebraska, Georgia, Cities Service Co. apparently intends 
and Key West, using the proceeds to to retire from the electric business. 





rt 
— increase its equity in principal subsid- The process of geographical inte- 
1 posi fm iaries or possibly to acquire Virginia gration promises to command increas- 
think [Public Service Co. from the Associ- ing attention. On the outcome hinges 
ich in. ated Gas System. Having placed its the return of investor confidence and 
te sale fy control of Cities Service Power & the reopening of capital markets for 
Co. to Light Co. in the hands of a trustee, an industry facing continued growth. 
others, 
C&S 7 a aa 
herand Interior Decorative Lighting Design—a /a carte 
verage AS Federal official who makes a hobby of photography 
ut the and amateur cinematography has hit on a system of interior 
lighting which, although hardly original, has all his friends talk- 
D, SYS- ing about the novelty of the thing. He recently took over alarge 
; house in the Georgetown section of the national capital and his 
— wife insisted that the old-fashioned, high-ceilinged basement 
could which runs the full length of the house should be made over 
1 Cali- into a recreation room. But when he heard the good lady talk- 
\ meri- ing about getting an oil painter to do original mural panels to 
accept decorate the walls, he began to wonder if the expense of it all 
Pacific would not get out of hand. 
So he decided to surface the walls with common aluminum- 
yment finished fabric board, which sells for only a few cents a square 
Elec- foot. Next he made, out of some metal boxes, several small 
prop- “still” projecting lanterns just big enough to house a bright 
ard to electric bulb—allowing for heat ventilation and reflectors. 
er (Regular commercial spotlights might be used as well.) These 
were sunk into the ceiling and set at intervals sufficient for each 
stem; lantern to “project” a lighted panel directly on the wall at such 
erties an angle as to avoid, as much as possible, any interruption of 


the light beams from passers-by. This was accomplished chiefly 
by starting the lower end of the “panels” halfway up the walls, 
leaving the bottom finished off with ordinary wall paper or 


O. un- 


, diff. decalcomanic decoration. Next, he arranged the lens frame of 
Sie: each lantern so as to carry a slide holding a “still” shot from 
uSsion his camera. 

inecti- Result: The room is now decorated each night according to 
public taste, with scenic effects that can be changed at will. At a re- 
Jnited cent birthday party for one of his children, the “panels” were 


each illuminated with color treated phoiographs of the birthday 
child taken at different times since babyhood. When the official 
was host to a patriotic club meeting, pictures of famous Presi- 
y sell- dents were projected. Little additional lighting is needed and 
ndard the effect is so realistic that his guests sometimes insist on touch- 
f cer: ing the “panels” to convince themselves that they are not really 
spotlighted paintings or permanent illustrations. The arrange- 
4 ment was thought to have even greater possibilities for large 
Mi 4 rooms with high ceilings and much, wall space (such as a lobby 
ervice or ballroom), where chandelier-type central projectors could 
ments emit several facets of beams simultaneously. 
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The Nebraska Power Projects 


They still remain, in the opinion of the author, the 

problem child of the Public Works Administra- 

tion; but the managers of the districts refuse to 
consider the situation hopeless. 


By H. T. DOBBINS 


HE three large public power 
projects in Nebraska in which 


the Federal government will 
eventually have invested in excess of 
$60,000,000 remain the problem child 
of the Public Works Administration, 
which supplied the money. Two of 
them are practically complete and the 
third is more than half finished. 

The problem arises out of the fact 
that the two plants lack an adequate 
market for their production, and that 
with the completion of the third one a 
year hence the situation will become 
more acute for the reason that the in- 
vestment in power equipment in two of 
the districts was originally justified on 
the theory that profits from sale of 
power would enable the owners of 
benefited lands to secure irrigation at 
a cost that they could afford to pay. If 
no profits, what then? 

When these three projects were first 
given consideration it was with full 
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knowledge that the existing market 
demands were being fully met by the 
private power companies and the 
numerous municipally owned plants, 
the former supplying 87 per cent and 
the latter 13 per cent of the 730,000- 
000 kilowatt hours annually sold. 


oo the belief fostered by the 
teachings of Senator Norris and 
others that water power is inherently 
cheap power; that the private com- 
panies, because of overloaded capitali- 
zation, were being forced to charge 
what they regarded as excessive rates; 
and convinced that public ownership 
would act not only as a regulator of 
rates, but would result in so low a level 
of possible rates that the private com- 
panies would be willing to sell, the pro- 
gram was launched. 

The Public Works Administration 
agreed to donate $20,000,000 to the 
enterprise, set up with the idea in mind 
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THE NEBRASKA POWER PROJECTS 


of a complete statewide public power 
grid in the course of time, and to loan 
the necessary additional millions at 4 
per cent. The loans run thirty-three 
years and under an amortization plan 
that calls for yearly payments of 1.7 
per cent of the loan in addition to 
interest. 


¥ is original estimates were that 
the plants could be built for ap- 
proximately $30,000,000, and it was 
figured that sales, even below the rated 
capacity of the plants, would provide 
more than enough net revenue to en- 
able the districts to pay out. Roy Page, 
general manager and engineering ex- 
pert for the Nebraska Power Com- 
pany, which supplies 60 per cent of the 
consumption in the state, has said that 
had these plants been built within 
those estimates, there was a chance that 
the market could have absorbed their 
output and at a price that would have 
liquidated their loans. He said that the 
privately owned companies and mu- 
nicipal plants in the natural market area 
were willing to take the energy if it 
could be bought at a price not in ex- 
cess of their own costs, and the price 
they could afford to pay indicated a 
possibility that the proposition would 
work out. 

The stumbling block came in the 
fact that engineering and construction 
difficulties encountered, owing to soil 
conditions which resulted in difficult 
seepage and silt problems, forced a cost 
double the original estimates. Thus the 
Loup river project, estimated to cost 
$6,000,000, has cost more than $10,- 
000,000 to date. Of this sum $3,216,- 
000 was a direct grant. Platte valley, 
estimated to cost $5,000,000, has ex- 
pended over $11,000,000 to date, of 


which $2,580,000 was a grant. Cen- 
tral Nebraska has an allotment of $31,- 
000,000, of which $13,543,000 is a 
grant. Its original cost was estimated 
at $19,000,000, but plans were later 
enlarged. District officers estimate the 
final cost will be $36,000,000. 


HEN this disillusionment came 

and it was realized that the pri- 
vate companies could not be forced to 
retire from the competitive field, the 
districts set about their purchase. 
Working on a plan that called for the 
issuance of revenue bonds retireable 
out of the net revenues of these 
private plants, Guy C. Myers, a Wall 
Street broker, who is given credit for 
the suggested method, was employed to 
negotiate the purchases and market the 
bonds. Valuation engineers, including 
the late J. D. Ross, Seattle expert, were 
employed. They found that it would 
require $100,000,000 to take over all 
of them, the principal integers being 
the Nebraska Power of Omaha, Iowa- 
Nebraska Light and Power of Lincoln, 
Western Public Service of Scottsbluff, 
Central Power of Grand Island, South- 
ern Nebraska of Superior, and North- 
western Public Service of Huron, S. 
D., which had plants at Columbus, 
headquarters of the Loup river district, 
and at North Platte. 

Mr. Myers was successful in ne- 
gotiating an agreement with Iowa- 
Nebraska, a subsidiary of United 
Light and Power, under the terms of 
which he was to pay $23,000,000 for 
their Nebraska properties. Officers of 
the company explained to the public 
at the time that they feared reprisals 
in other territories from an adminis- 
tration hostile to holding companies. 

A Wall Street underwriting firm 
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undertook the placing of the bonds 
and had succeeded in tentative sales of 
almost the entire issue to eastern life 
insurance companies; but before the 
transactions were completed bills were 
introduced in the legislature of a type 
that frightened the prospective buyers 
into cancellation of their orders. There- 
upon the underwriting firm withdrew 
from the picture. Particularly alarm- 
ing was one legislative proposal that 
would have taken from the bondhold- 
ers the existing right to have a part, 
along with the directors, in fixing rates 
to be charged. 


HE lowa-Nebraska Company, 
which had been given permission 
by the Federal Power Commission, 
announced that its properties would 
not again be offered for sale. The Ne- 
braska Power Company repeated a 
former announcement that under no 
circumstances within its control would 
its properties be sold to the districts. Its 
officers said that if it ever became nec- 
essary to sell they would give prefer- 
ence to the city of Omaha—which con- 
sumes half of the state’s production— 
and later signed a binding agreement 
to that effect, city officials being 
strongly opposed to district purchase. 
After a bitter legislative battle, 
crammed with dramatic situations, the 
districts were able to defeat the more 


7 


radical proposals which would have 
forced them to work out their financial 
salvation with the plants they now pos- 
sess. Pressure from the municipalities 
owning plants resulted in the passage 
of measures designed to protect them 
from being swallowed by the big three, 
although district representatives in- 
sisted they had no such plans in mind. 

These new laws make it possible for 
cities and villages in which private 
plants or distribution systems or both 
are located to take them over from the 
public power districts should they pur- 
chase them along with other plants. 
The laws require the district making 
such purchases to pay the same annual 
taxes to each political subdivision that 
the former owner paid; and also re- 
quire districts making such purchases 
to possess franchises subject to the 
same control as that over the private 
companies, including rate regulation. 

Discussion of one of these bills 
brought out the novel fact that if the 
districts purchased the properties of 
the Western Public Service Company, 
they would come into direct competi- 
tion with the Federal government, their 
own financial backer, which is supply- 
ing current to cities and villages in the 
Service Company’s area from dams 
built for irrigation. The law bars the 
districts from making plant purchases 
in the area thus supplied. 


situations, the [public power] districts were able to defeat 


q “AFTER a bitter legislative battle, crammed with dramatic 


the more radical proposals which would have forced them to 
work out their financial salvation with the plants they now 
possess. Pressure from the municipalities owning plants re- 
sulted in the passage of measures designed to protect them 
from being swallowed by the big three, although district rep- 
resentatives insisted they had no such plans in mind.” 
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THE NEBRASKA POWER PROJECTS 


i the legislature adjourned, 
the districts renewed their pur- 
chase efforts, and announced, among 
other things, that unless the city of 
Omaha exercised its option to buy Ne- 
braska Power by October Ist, they 
would renew their attempts to acquire 
it. The Reconstruction Finance Cor- 
poration was contacted, and it agreed 
to investigate the possibility of loaning 
enough to make all purchases; but the 
war came along and matters are at a 
standstill. 

Despite the repeated declarations of 
Nebraska Power that it would not sell, 
the district directors have clung to the 
belief that enforcement of the Federal 
Holding Company Act would compel 
the parent company, American Light & 
Power, as well as the holding com- 
panies controlling other companies, to 
dispose of their properties, believing 
they cannot meet the requirements of 
the law for integration. This is denied. 


|: Speenaae at this point, the directors 
have entered into a contract with 
the Nebraska Power Company under 
which the latter agrees to purchase 
stated quantities on a sliding scale of 
prices. A similar contract is being ne- 
gotiated with Iowa-Nebraska. Any 
savings are to be passed on to the 
consumer. The Northwestern Public 
Service Company, which operates a 
plant at Columbus, the headquarters of 
the Loup river district, has agreed to 
dispose of its properties to a local con- 
sumers’ district on a lease-purchase 
contract. Guy C. Myers, Wall Street 
broker, has suggested that, instead, the 
district make an outright purchase of 
these properties at the agreed price of 
$1,209,000, and pay for it by issuing 
$1,300,000 of 4.25 per cent serial rev- 


enue bonds covering thirty years. The 
lease-purchase contract calls for 5 per 
cent interest on deferred payments. 


A= time ago Platte valley ap- 
plied to RFC for a loan of $6,- 
000,000, with which to finance the con- 
templated purchase of the North Platte 
division of the Northwestern Public 
Service Company; the Central Power 
Company of Grand Island, that portion 
of the Western Public Service Com- 
pany of Scottsbluff not connected 
financially with the Federal reclama- 
tion service; the Gotherburg Light & 
Power Company; and the Nebraska 
Light & Power Company of McCook. 
Tri-County is also considering a simi- 
lar application intended to cover pur- 
chases of isolated parts of the larger 
private companies in sections where 
the district has been asked to serve. 
R. O. Canaday, attorney for Tri- 
County, says that this is one way of 
solving the problem without duplica- 
tion of facilities. 


| eon of the directors have generally 
contemplated sales of energy at 


wholesale. All plants are intercon- 
nected and a coordinator is to be 
named to operate them as a unit. If 
they had been able to complete their 
purchasing program, they planned to 
utilize their own production with the 
steam plants as stand-by equipment. 
Contracts have been made to serve a 
number of rural electrification districts 
and also several municipalities. The 
larger municipalities, which have effi- 
cient plants, have so far held off, ap- 
parently satisfied with their own pro- 
duction costs and skeptical of the abil- 
ity of the districts to supply firm power. 
Central Power and Western Public 
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Credit of State Not Pledged 


& » ie the event of financial failure, the Federal government would 

have to take over these public power developments. Authority 
for their formation was given by the Nebraska legislature in 1933. 
It is expressly set out in the law that the credit of the state was not 
pledged for the repayment of any construction loans made them, and 
that the districts shall have no power to tax property within their 
borders for their maintenance or operation. Sale to private interests 

is forbidden.” 





Service have bought some current and 
also sold some to the districts. Early 
in September the public power plants 
were purchasing 40 per cent of the 
energy they were selling, and were pro- 
ducing only 6,500 kilowatts against 
capacity for the two plants of 79,150 
kilowatts. 

The last annual reports of the two 
companies illustrate the financial dif- 
ficulties under which they have been 
laboring because of lack of market and 
production difficulties. Platte valley in 
two years had a gross income of but 
$54,587, and at the end of that time 
showed an interest due item of over a 
million. Loup river started operations 
September 1, 1938. Its report for the 
four months of that year, filed only a 
few months ago, showed a gross in- 
come of $20,013, less than its admin- 
istrative expenses, with $61,385 
charged to operating expenses, in addi- 
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tion to $110,053 interest. Accrued and 
unpaid interest on December 31, 1938, 
was $329,577. 


_ big question mark in Ne- 
braska, as at Washington, is what 
chance have the big three to pay out? 
Power company engineers say that the 
investment per unit of electric power 
capacity is three to five times what it 
would be for equivalent steam or oil 
engine plants. They insist also that the 
three of them could not carry the pres- 
ent demand load if called upon to sup- 
ply it because their actual capacity is 
much less, 

This is disputed by the district engi- 
neers. In a report by the staff to the 
Central Nebraska directors some time 
ago, Loup river was credited with a 
generative capacity of 185,000,000 
kilowatt hours per year, Sutherland 
with 194,000,000, and Central Ne- 
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braska with 353,000,000, a total of 
732,000,000, which is about the same 
as the 1937 consumption, including 
24,000,000 imported. 

Professor Clarence E. McNeill, of 
the division of economics of the Uni- 
versity of Nebraska, recently published 
the results of a year’s study of power 
development in the state. On the ques- 
tion of productive capacity he says that 
the Loup river flow is not sufficient, 
basing this on past records, to enable 
the project located on it to operate on 
the flow allocated to it, and that 
since a full diversion would be neces- 
sary to operate the power plants at ca- 
pacity, it is obvious that the plants will 
operate at from one-third to one-half 
capacity during a large part of each 
year. 


prees of the Platte river on 
which the other two develop- 
ments are located are overappropriated, 
and rationing among irrigation dis- 
tricts has been frequent in recent years 
owing to lessened snowfall in the 
mountains and to the acts of irrigators 
in Colorado, where the South Platte 
has its source, and of irrigators in 
Wyoming, where the North Platte 
originates, in disregarding prior ap- 
propriations in Nebraska. The attor- 
ney general has been battling in the 
Federal courts for five years in an ef- 
fort, vain so far, to compel the release 
of periodically impounded waters. 
Platte valley has the right to the 
normal flow of the river for filling its 


reservoir, but Central Nebraska has 


title only to flood waters. The building 
of irrigation-power dams near the 
Wyoming-Nebraska border by the 
Federal government has lessened the 
supply farther east, and it was neces- 
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sary for riparian landowners to go into 
court to establish prior rights to the 
subterranean flow which they showed 
had greatly dwindled production on 
their farms. 

On the other hand, engineers for the 
two public power districts say that a 
study made by them shows that over a 
period of more than forty-three years 
there were only two instances where 
the reservoir storage provided for. in 
their plans was not sufficient to sup- 
plement river flow to the extent that 
full operating capacity could not be 
utilized 100 per cent of the time. Platte 
valley, however, was forced in July 
practically to cease operations and re- 
lease to irrigators nearly all of its 
stored water. It began first in 1937, 
during which it sold 5,000,000 kilowatt 
hours, but operation was halted for a 
year because of the break of a siphon 
which carries water from the reservoir 
under the South Platte river to irri- 
gated areas. It has also had troubles 
with its canals. Because of lack of fall 
in the Platte river valley it was neces- 
sary to build canals from 35 to 70 miles 
long, and, because of the nature of the 
soil, maintenance is high, seepage and 
erosion appearing. 


Saag two power-irrigation plants 
are distant from the consuming 
market in eastern Nebraska, and ex- 
pensive transmission lines had to be 
built in order to assure interconnec- 
tion and firm power production, and 
these run through open country where 
storms are not infrequent, forecasting 
high maintenance costs. 

The only published calculation bear- 
ing on the question of the financial out- 
come of this experiment, designed to 
produce in Nebraska a little TVA, that 
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is at all favorable to the claims of the 
districts is that included by Professor 
McNeill in his study. He says that if 
one-fourth of the costs of financing 
and operation is allocated to irrigation, 
the districts, if supreme in the field of 
sales, would be able to sell current at 
3.35 mills per kilowatt hour, or a mill 
less than the generating costs on all 
energy now sold in eastern Nebraska. 
His calculation, however, does not in- 
clude any allowance for depreciation, 
which would be figured on $60,000,- 
000. 

To accomplish that result, however, 
six assumptions are made. These are: 
That all municipal plants and private 
companies buy from the districts if the 
latter sell them energy below their 
present direct costs of generation ; that 
the districts will sell these plants all the 
energy they need regardless of loca- 
tion; that in establishing energy prices 
the districts will establish class rates 
approximating the present costs of 
generation, but in every case suffi- 
ciently lower to induce purchase in- 
stead of doing their own generating; 
that the districts will be able to sell the 
same amount of power to the plants 
and systems that now import power at 
the same rate they are now paying; 
that the companies will purchase from 
Platte valley at least the same amount 
as in 1937; and, finally, that being in- 


terconnected they will act as a single 
unit in making sales. 

Using this as a basis and accept- 
ing the estimated figures of costs 
made by the districts, he figures out 
that the total costs of operation will be 
$3,189,292. Of this sum he allocates 
$835,504 to irrigation, leaving $2,- 
353,788 for power. The total includes 
$1,222,924 for general expense; for 
operation and financial expense, $1,- 
966,368. Parenthetically, power com- 
pany engineers say that the operating 
expense estimate is below actual ex- 
penses so far incurred as shown by the 
reports, and that on the basis of $40,- 
000,000 of loans, interest and amorti- 
zation at 5.7 per cent will be $2,280,000 
a year. Farther on in his study Pro- 
fessor McNeill says that only the last 
two of his assumptions may be re- 
garded as valid. 


HE financial situation for the Ne- 

braska districts was shown early 
this year at the congressional hearings 
on the Independent Offices Appropri- 
ation Bill for the next fiscal year. The 
status of four out of the five districts 
is shown in the following tabulation 
taken from the record made by a sub- 
committee of the House of Represent- 
atives. It will be noted that the Cen- 
tral Nebraska (Tri-County) District 
is not included, although it has been the 


what chance have the big three [projects] to pay out? 


q “THE big question mark in Nebraska, as at Washington, is 


Power company engineers say that the investment per unit 
of electric power capacity is three to five times what it would 
be for equivalent steam or oil engine plants. They insist also 
that the three of them could not carry the present demand 
load if called upon to supply it because their actual capacity 


is much less.” 
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Authorized 
District Bond Issues 
Loup River $12,000,000 
Platte Valley 10,000,000 
Middle Loup 850,000 


North Loup 1,000,000 


PWA-RFC 
Holdings 
$9,268,000(PWA) 

8,766,000(PWA) 

72,000(PWA) 
582,000 (RFC) 

916,000( RFC ) 36,640 


Delinquencies Operating Deficit 
(Interest) 9-10 Months 1939 
$595,960 $49,226( 9 mos.) 
eg 63,933 (10 mos.) 


23,280 





$23,850,000 


recipient of more than half of the $63,- 
000,000 of loans and grants made by 
the PWA to the five districts. How- 
ever, the committee was told that the 
Tri-County District was not in default. 
This may be explained by the fact that 
it is still under construction, being 
scheduled for completion in Novem- 
ber, 1940. The data on delinquencies 
shown in the table above reflect the 
condition as of December 15, 1939. 

In the event of financial failure, the 
Federal government would have to take 
over these public power developments. 
Authority for their formation was 
given by the Nebraska legislature in 
1933. It is expressly set out in the law 
that the credit of the state was not 
pledged for the repayment of any con- 


$19,604,000 


+7 


$1,627,588 


struction loans made them, and that the 
districts shall have no power to tax. 


J ipsers people take a very realis- 

tic attitude toward the whole 
problem. They think that the state bene- 
fited largely from the expenditure of 
$60,000,000 in labor and materials; 
that the plants are in place and that they 
will be operated in the future under 
some form of control ; that the reclama- 
tion of 320,000 acres of farm land in 
semiarid sections is highly desirable be- 
cause of the addition to agricultural 
income; and that as the principal pur- 
pose of the Public Works Administra- 
tion was achieved in the employment 
created, it may conclude to wipe out at 
least part of the indebtedness. 





Ae of the Nebraska public power districts to PWA for a reduc- 
tion in interest rates has been turned down as setting a bad precedent for 
the other millions in loans by that bureau, but apparently a kindly ear is 
being lent to the suggestion that the time of repayment be extended to 
sixty years. This would materially cut down the annual repayment on prin- 
cipal to begin in a few years, and this would be in turn represented by a 
reduction in cost of production. Whether this would overcome the handi- 
cap in production costs caused by the fact that the two completed plants 
cost double what they were originally estimated to cost, thus dispelling 
the dream of cheap power, is still up in the air. Since the public plants 
have been constructed, the two largest private companies, rather than 
make further investment in plant, have contracted to buy district power, 
and surely within sixty years the demand ought to increase enough to keep 
all of the existing facilities busy. 

The frank recognition by the managers of the power districts of the 
financial bog in which they are struggling because of inadequacy of mar- 
kets and hence lack of income to meet interest and amortization costs is 
commendable. The public is entitled to know all the facts, since it is their 
money that has gone into the developments. Integration of management, 
as suggested first by Harold Kramer, general manager of Loup river, with 
the latter project supplying all power demands until its capacity has been 
exhausted, appeals as a Tosinesalibes ‘arrangement for handling present 
problems. 

—EnpitoriaL from Nebraska State Journal. 
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Should the Government Control 
Radio Profits? 


The author takes the unusual position that “rate regulation” is really 

“profit regulation” protecting utility customers from excessive rates 

only by accident ; and he declares that there is much to say for the 

proposition that the licensing laws for radio broadcasting and water 

power for private use should be closely parallel in their treatment 
of profits of licensees. 


By ROBERT E. STROMBERG 


VERYONE, including the radio in- 
kK dustry itself, agrees that there 
must be regulation of radio in 
the United States by one body having 
jurisdiction throughout the country. 
There is little disagreement either that 
such regulation, to be of maximum ef- 
fectiveness, should be supplemented by 
international agreement with respect to 
certain phases of radio’s employment. 
The unanimity of thought ends here, 
however, for there are wide differences 
of opinion as to the proper bounds of 
radio regulation. 

One school of thought holds that the 
regulatory efforts of the Federal gov- 
ernment should be confined more or 
less to the various frequencies so as to 
avoid interference which, if unre- 
strained, might make radio useless. 
This group sees widening of the radio 
spectrum through scientific achieve- 
ment as ultimately doing away with the 
necessity for even such narrow-scope 
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regulation. Branching away from this 
conservative extreme will be found 
every shade of opinion to the diametri- 
cal line of thought. At this other ex- 
treme are those who would have the 
government itself assume the actual 
operation of all radio facilities, espe- 
cially those devoted to transmission of 
educational, entertainment, and news 
programs, more generally referred to 
simply as “broadcasting.” 


HE term “commercial radio li- 

censees” embraces two distinctive 
groups. One is composed of the hold- 
ers of radio broadcast licenses, such as 
the favorite station to which you tune 
your own radio. The other is made up 
of the common carrier licensees, such 
as the company which delivers your ra- 
dio wire to a friend on a ship at sea. 
The type of business carried on by the 
first-named group is well known and 
the reader will readily appreciate why 


278 





this 
yund 
etri- 
- @X- 
- the 
tual 
spe- 
n of 
1eWs 


d to 


» li- 
‘tive 
old- 
h as 
tune 
e up 
such 
r ra- 
sea. 
the 
and 
why 


SHOULD THE GOVERNMENT CONTROL RADIO PROFITS? 


members of the group are termed 
“commercial” licensees as _ distin- 
guished from noncommercial. The des- 
ignation given the second group is 
practically self-descriptive. They are 
the licensees who offer the public the 
familiar telephone, telegraph, and cable 
services but use the ether instead of 
wires as their transmission medium. 


‘T ‘HERE has been no direct regula- 


tion of the rates charged by com-. 


mercial radio licensees in the United 
States. In fact, so far as broadcasting 
is concerned, no legislation enacted has 
ever expressly dealt with rate regula- 
tion or limitation of profits in any 
form. The Radio Act of 1927 and the 
law later enacted in its place, the Com- 
munications Act of 1934, did and does 
require that broadcasters serve “public 
interest, convenience, or necessity” in 
order to obtain and retain their licenses. 
It has been suggested that this require- 
ment could be so interpreted that reali- 
zation of large profits by a broadcast- 
ing station would be prima facie evi- 
dence that it was not serving public in- 
terest in its operations. 

Such a rule would no doubt tend to 
discourage broadcast stations from at- 
tempting to make unreasonably large 
profits. It might cause some stations to 
reduce their rates for “time on the 
air,” or carry fewer commercial pro- 
grams, or make other operating 
changes. It seems improbable that this 
would result in any general program 
improvement. Considering also the 
very remote effect, if any, that radio 
time rates have on the general public, 
the whole idea appears undesirable 


from a realistic standpoint and of very , 


doubtful validity. 
There has been, however, a certain 


amount of indirect regulation of the 
rates charged by common carrier radio 
licensees such as the radio-telegraph 
companies. While there is Federal leg- 
islative authority for direct, independ- 
ent regulation of the interstate rates 
of such carriers, as a practical matter 
it is inoperative. The indirect regula- 
tion results from the fact that the rates 
of the competing “land wire” carriers 
are regulated, and the radio carriers 
cannot set their rates any higher than 
these and obtain any business. 


Siero is no direct regulation of 
rates of the radio carriers because 
point-to-point communication by radio 
is generally of lower cost to the carrier 
than communication between the same 
points by wire. This calls for lower 
rates for the radio communications, but 
if the radio-message rates were low- 
ered, the carriers by wire would have 
to follow suit to meet radio competi- 
tion. Such lower-than-cost rates would 
put the wire companies out of business 
and the radio carriers would find it im- 
possible to secure enough radio trans- 
mitting channels to handle all the mes- 
sages offered. Hence, in the interest 
of maintaining an adequate national 
communications system, the radio car- 
riers cannot be asked to cut rates. This 
situation places the radio carriers in 
position to make large profits on the 
business they do carry. After reading 
the balance of this discussion, which 
deals with broadcasters exclusively, the 
reader will see the great similarity of 
the excess profits problem as it exists 
in both groups of the commercial 
licensees. 

The Congress, when it first took up 
detailed radio regulatory legislation, 
seems to have seriously considered clas- 
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Commercial Radio Licensees 


x HE term ‘commercial radio licensees’ embraces two dis- 

tinctive groups. One is composed of the holders of radio 

broadcast licenses, such as the favorite station to which you tune 

your own radio. The other is made up of the common carrier 

licensees, such as the company which delivers your radio wire 
to a friend on a ship at sea.” 





sifying broadcasters as common car- 
rier public utilities subject to the usual 
public obligations of common carriers 
and to regulation of rates. This was at 
a time when radio broadcasting was 
not fixed in the public mind as a busi- 
ness providing its owners with rich 
profits. Of late there seems to have 
been more general acceptance of the 
proposition that it would not be to the 
public advantage to require broadcast- 
ers to sell time to all comers, and that 
if they are not common carriers, they 
are not public utilities in any sense. 


i is probably fortunate that broad- 
casting stations have never been 


treated as common carriers. Such a 
status would require that broadcasters 
accept business as offered. They would 
not be able to allot time with an eye to 
the type of program proposed to be put 
on by the purchaser. The latter prac- 
tice is now possible under the business 
set-up of broadcasting as it has always 
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existed in this country. It has undoubt- 
edly contributed greatly to balanced 
programs and general program quality. 

In the absence of rate regulation, 
choice radio time will go to the users 
able to pay the highest prices for it. But 
if broadcasters do not have to observe 
common carrier restrictions, they will 
at least tend to sell their time to adver- 
tisers who possess good program taste, 
as well as financial resources. 

Moreover, the common carrier sta- 
tus is generally accompanied by rate 
regulation. If broadcasters were re- 
quired to offer time on the air at prices 
calculated to produce profits amounting 
to only a reasonable return on their in- 
vestments, the resulting rates would 
likely be so low as to bring a flood of 
applicants for time far greater than 
could be accommodated. To require 
broadcast station operators to choose 
their customers from among such an 
excess of applicants would subject 
them to an intolerable burden. 
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Therefore, broadcasting stations 
should not be treated as common car- 
riers whether or not accompanied 
by rate regulation. Whether time rates 
for broadcasting should be regulated at 
all (even on an individual contract 
basis, rather than an equal-to-all com- 
mon carrier basis) is still another 
angle of the problem. 


ie the transportation field, the service 
offered by a noncommon carrier 
(such as a “contract” trucker) may be 
as essential to the user and high rates as 
burdensome on him as the service of a 
common carrier. But in radio broad- 
casting the service offered is not par- 
ticularly essential to any of the pur- 
chasers. Here the “user” is the com- 
mercial advertiser or “sponsor.” Ad- 
vertising is offered in a highly competi- 
tive market and is available from many 
sources and in various forms—news- 
papers, magazines, billboards, street 
car placards, and so forth. The force 
of this competition is bound to keep 
broadcasting rates within reason. 
There is, then, no reason to regulate 
them on grounds of protecting the 
“consumer” from exploitation through 
excessive rates. 

At this point the reader may ask 
why, if rate regulation is not called for 
because radio time users do not need 
protection against excessive rates, 
should there be any excuse for govern- 
mental interference with the profits of 
broadcasters? The answer lies in the 
fundamental concept of public utility 
rate regulation generally. Is rate regu- 
lation resorted to solely to protect the 
consumers of a necessary service of- 
fered by a lawful monopoly from un- 
reasonable rates? Could an affirmative 
answer to such a question be consistent 
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with the actual results of public utility 
rate regulation ? 

The standard by which the reason- 
ableness of a regulated rate is ordina- 
rily measured by courts and commis- 
sions in the United States is not its re- 
lation to the level of prices generally, 
but merely whether or not it will pro- 
duce for the seller an excessive profit. 
A regulatory body cannot legally order 
a regulated rate level reduced if the 
new reduced rates do not promise to 
provide fair profits for the private busi- 
ness concerned. This is true even 
though the old rates are so high that 
they impose the severe burdens on con- 
sumers having practically no choice but 
to use the services offered. In view of 
such results, the designation “rate reg- 
ulation” for the process would appear 
to be a misnomer. It might far more 
properly be called “profit regulation” 
for that is what it really amounts to. 


Wr rate regulation is considered 
in the light of its actual rdle of 
profit restrictor, it may be seen that it 
protects utility consumers from high 
rates only by accident. It is actually 
and primarily a device to keep the op- 
erators of the regulated business, who 
would otherwise be in a position to 
make excessive profits because of pub- 
lic grants (monopoly, right of way, 
etc.), from “cashing in” too heavily on 
their advantage. 

Both radio broadcasters and the con- 
ventional public utilities are in just 
such a favorable position for profit op- 
portunities. This would make it ap- 
pear reasonable that they should be 
subjected to comparable curbs on their 
profits. The “ether,” the radio broad- 
casters’ right of way, is a natural re- 
source of incalculable value. It is and 
FEB. 29, 1940 
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must continue in public ownership. 
This principle is recognized in the ra- 
dio regulatory laws of the United 
States, which provide that applicants 
for radio licenses must sign “a waiver 
of any claim to the use of any particu- 
lar frequency or of the ether as against 
the regulatory power of the United 
States. ...” 

Since the ether belongs to the people 
as a whole, unearned benefits derived 
through private exploitation of it 
should be applied for the benefit of the 
people as a whole. Radio broadcast 
rate regulation would not benefit any 
considerable number of the public. The 
alternative would be for the Federal 
government to bring under its control 
these unearned benefits, excessive prof- 
its in other words. The logical method 
of this suggested appropriation of 
profits would appear to be a legislative 
provision for recapture of excess prof- 
its of broadcasters. 


He” these funds might be applied 
for the benefit of the people as a 
whole (whether covered in the general 
treasury balance, allotted to the as- 
sistance of broadcasters serving sparse- 
ly populated, unprofitable areas, em- 
ployed for governmental radio activi- 
ties, or any of many possible disposi- 
tions) is beyond the scope of this dis- 
cussion. Nor need we concern our- 


selves here with the severity of the 
profit restrictions that might be im- 
posed (7. e., whether broadcasters are 
entitled to higher returns than are al- 
lowed the average public utility in rec- 
ognition of claimed high degree of 
risk, early losses, and so on). The 
point is that there is sound justifica- 
tion, under the principles of regulation 
which have been worked out for many 
years, to regulate the broadcasters— 
not as to the actual rate structure for 
selling time on the air—but entirely on 
the basis of excess profits if, as, and 
when they occur. 

There is nothing new about a pro- 
posal to restrict the profits of the users 
of a natural resource of the United 
States. 

There has long been in force Fed- 
eral legislation providing for the 
regulation of the rates and charges 
made for electric energy produced in 
hydroelectric plants located on navi- 
gable streams. This power could not be 
priced particularly high, even in the ab- 
sence of rate regulation, because it is 
generally offered for sale in wholesale 
lots in a competitive market. Munici- 
palities and other operators of local 
power distribution systems are usually 
the purchasers. They would not pay 
any extortionate prices because their 
requirements could be filled by existing 
steam power plants. 


e 


prices calculated to produce profits amounting to only a rea- 


q “IF broadcasters were required to offer time on the air at 


sonable return on their investments, the resulting rates would 
likely be so low as to bring a flood of applicants for time far 
greater than could be accommodated. To require broadcast 
station operators to choose their customers from among such 
an excess of applicants would subject them to an intolerable 


burden.” 
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SHOULD THE GOVERNMENT CONTROL RADIO PROFITS? 


hen only thing such rate regulation 
accomplishes is to give the public 
the benefit of the economies of water- 
power production of electricity as com- 
pared with steam. The public apparent- 
ly receives this advantage in recogni- 
tion of the fact that public resources 
are employed in production of the 
power. The proposition stated in an- 
other way is that rate regulation for 
water-power licensees operates to limit 
their profits and must have been con- 
ceived largely with that end in view. 

A striking example and precedent 
for treating excessive profits of radio 
broadcast licensees as public property 
is found in § 10(e) of the Federal 
Power Act which provides “for the ex- 
propriation to the government of ex- 
cessive profits” of licensees.’ The fol- 
lowing quotation from the first annual 
report of the Federal Power Commis- 
sion (covering the fiscal year ended 
June 30, 1921) is explanatory of the 
intent and effect of this portion of the 
law: 


The Act also provides for “the expropria- 
tion to the government of excessive profits 
until the respective states shall make provi- 
sion for preventing excessive profits or for 
the expropriation thereof to themselves, or 
until the period of amortization . . . is 
reached.” A distinction should be drawn 
between “excessive profits” and the surplus 
earnings previously discussed. The former 
are to be construed in the sense of profits so 
“unreasonable” or “extortionate” that the 
drastic procedure of expropriation is justi- 
fied. Profits of this nature can arise only in 
absence of rate regulation, and, since the 
power to regulate the rates of all licensees 
which are public utilities is possessed either 


1Another Federal legislative precedent 
along this line was the “recapture clause” (§ 
ISa) of the Transportation Act, whereby ex- 
cessive profits of more profitable railroads 
were to be pooled for the benefit of weaker 
lines, This section was later repealed chiefly 
because of administrative difficulties. 


by the states or by the commission, ex- 
propriation need be resorted to only in the 
cases of licensees who are not public utili- 
ties... .If the state has not created a 
regulatory agency of its own, then in the 
case of a public utility the procedure which 
in the public interest the commission should 
take is so to reduce rates that excessive 
profits will not be earned rather than to col- 
lect such profits as charges to be paid into 
the Federal Treasury. If excessive profits 
are earned by a licensee which is not a pub- 
lic utility, they can be reached only by the 
commission and through proceedings for 
their expropriation as provided by the Act. 


HE “‘licensee which is not a public 

utility,’ mentioned in the quota- 
tion just above, presents the greatest 
similarity to what broadcasting station 
licensees claim themselves to be. The 
nonpublic utility water-power licensee 
sells no power so there are no purchas- 
ers to be protected against excessive 
rates. This compares with the broad- 
cast licensee whose customers, as we 
have seen, need no protection against 
high rates. 

The water-power licensee may con- 
fer a positive benefit on the public in 
that his water-power project may im- 
prove the navigability of the stream on 
which located. In this respect the 
broadcaster can point to news and en- 
tertainment furnished the public with- 
out charge. A condition of the water- 
power license is that the licensee may be 
prevented from making excessive prof- 
its from it. If this is sound license 
theory for water power, it would ap- 
pear equally applicable and equally 
sound for broadcast licenses. There is 
surely much to say for the proposition 
that the licensing laws for radio broad- 
casting and water power for private 
use should be closely parallel in their 
treatment of profits of licensees. 
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Wire and Wireless 
Communication 


1... U. S. Supreme Court on Febru- 
ary 5th granted leave to the National 
Association of Railroad and Utilities 
Commissioners to file a brief amicus 
curiae in the recent appeal of the Wis- 
consin Public Service Commission from 
an adverse decision of its own highest 
state court in setting aside 1936 rate re- 
duction orders involving the Wisconsin 
Telephone Company. Immediately there- 
after the court denied the petition of the 
Wisconsin commission for a review of 
the decision of its own highest court. 

On the face of it, this action somewhat 
resembled sending out an invitation to a 
party that had been called off. But what 
the U. S. Supreme Court probably in- 
tended was to indicate that it had given 
full consideration to the arguments of the 
NARUC as well as the four Federal 
agencies which had also filed briefs ami- 
cus curiae supporting the position of the 
Wisconsin commission. 

Under the rules of the highest court, it 
was not necessary for these Federal 
agencies to ask for leave before filing 
their briefs. These agencies included the 
FCC, the ICC, the FPC, and the Internal 
Revenue Bureau. In the face of such 
pressure from sources outside of the pro- 
ceeding—all urging that the highest court 
take the Wisconsin Telephone Case 
under review—the court’s action in deny- 
ing the same is perhaps somewhat signifi- 
cant. 


IX other words, the court refused to be 
stampeded into using this case as a 
vehicle for a “reéxamination” of funda- 
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mental valuation theories, such as Re- 
production Cost v. Prudent Investment 
(or Original Cost) and Observable De- 
preciation v. Depreciation by Life Ex- 
pectancy Tables. 

The weakness of the appeal, however, 
was the fact that the Wisconsin Supreme 
Court had not set aside the rate reduction 
order of the Wisconsin commission be- 
cause of confiscation or upon any other 
ground that would provide a substantial 
Federal question ordinarily reviewable in 
Washington. What the Wisconsin state 
court did do (30 PUR(NS) 65; 287 
NW 122) was to rule that, under the 
Wisconsin statutes, the commission has 
authority to fix only reasonable and law- 
ful rates after a finding that the pre- 
éxisting rates of a utility were unreason- 
able. In this case the Wisconsin com- 
mission had failed to show that the exist- 
ing telephone rates were unreasonable— 
at least to the satisfaction of the state 
court. 

In its brief memorandum opinion, the 
U. S. Supreme Court stated “the peti- 
tion for writ of certiorari is denied upon 
the ground that the court is unable to 
find that the decision of the highest court 
of the state did not rest upon an adequate 
non-Federal ground” (cases cited). 

+ 23 

te United States Independent Tele- 

phone Association has appointed a 
new representative in Washington, D. C. 
He is William Bruckart, veteran news- 
paper correspondent, who, for the last 
two decades, has been engaged in Wash- 
ington in financial and business journal- 
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WIRE AND WIRELESS COMMUNICATION 





CHANGES IN TELEPHONE HAND-SET CHARGES 
DURING CALENDAR YEAR 1939 


(Compilation by the FCC from AT&T data) 


Alabama Arizona Arkansas California Colorado 
Charge Jan. 1, 1939 15¢ per month Nocharge 15¢ per month 10¢ per month No charge 
for 24 months for 24 months for 12 months 
Date of change ... April 1, 1939 July 1, 1939 
Rate after change. No charge No charge 
Charge Jan. 1, 1940 No charge No charge 15¢ per month No charge No charge 
for 24 months 


Connecticut Delaware _ Dist. of Col. Floridal Georgia 
Charge Jan. 1,1939 No charge No charge No charge 15¢ per month 15¢ per month 
for 24 months for 18 months 
then 5¢ per 
month without 
time limitation 
Date of change ... March 1, 1939 
Rate after change. No charge 
Charge Jan. 1, 1940 No charge No charge No charge 15¢ per month No charge 
for 24 months 
then 5¢ per 
month without 
time limitation 


Idaho? Tllinois8 Indiana Towa Kansas 
Charge Jan. 1, 1939 No charge No charge 15¢ per month 10¢ per month 15¢ per month 
for 24 months for 18 months for 24 months 
Date of change ... Jan. 1, 1940 
Rate after change. No charge 
Charge Jan. 1, 1940 No charge No charge 15¢ per month Nocharge 15¢ per month 
for 24 months for 24 months 


Kentucky5 Louisiana Maine Maryland Massachusetts 
Charge Jan. 1, 1939 15¢ per month 25¢ per month No charge No charge No charge 
for 18 months for 18 months 
Date of change ... 
Rate after change. 
Charge Jan. 1, 1940 15¢ per month 25¢ per month No charge No charge No charge 
for 18 months for 18 months 


Michigan Minnesota Mississippi Missouri Montana 
Charge Jan. 1,1939 Nocharge 15¢ per month 15¢ per month 15¢ per month 15¢ per month 
for 24 months for 24 months for 12 months for 18 months 
Date of change ... Jan. 1, 1940 July 1, 1939 
Rate after change. No charge No charge 
Charge Jan. 1, 1940 No charge No charge 15¢ per month Nocharge 15¢ per month 
for 24 months for 18 months 


Nebraska Nevada N.Hampshire NewJersey New Mexico 
Charge Jan. 1, 1939 10¢ per month 15¢ per month No charge No charge No charge 
for 18 months for 18 months 
Date of change... Jan. 1, 1940 
Rate after change. No charge 
Charge Jan. 1,1940 Nocharge 15¢ per month No charge No charge No charge 
for 18 months 


New York No. Carolina North Dakota Ohio Oklahoma® 
Charge Jan. 1,1939 Nocharge 15¢ per month 10¢ per month 15¢ per month 15¢ per month 
for 18 months for 18 months for 18 months for 18 months 
Date of change ... ‘Jan. 1, 1940 Jan. 1, 1940 
Rate after change. No charge No charge 
Charge Jan. 1,1940 Nocharge 15¢ per month No charge No charge 15¢ per month 
for 18 months for 18 months 


285 FEB. 29, 1940 





PUBLIC UTILITIES FORTNIGHTLY 


Oregon 
Charge Jan. 1, 1939 10¢ per month 
for 12 months 
Date of change ... 
Rate after change. 
Charge Jan. 1, 1940 10¢ per month 
for 12 months 


Tennessee Texast 


Charge Jan. 1, 1939 No charge 


No charge 


15¢ per month 


Pennsylvania Rhode Island So. Carolina South Dakota 
No charge 


15¢ per month 10¢ per month 
for 18 months for 18 months 


No charge 


15¢ per month 10¢ per month 
for 18 months for 18 months 


No charge 


Utah 
No charge 


Vermont 
No charge 


Virginia 
No charge 


for 12 months 


Date of change ... 
Rate after change. 
Charge Jan. 1,1940 No charge 


15¢ per month 


No charge No charge No charge 


for 12 months 


Washington 


Charge Jan. 1, 1939 15¢ per month 
for 18 months 


Date of change ... 

Rate after change. 

Charge Jan. 1, 1940 15¢ per month 
for 18 months 


W. Virginia 
No charge 


No charge 


Hawaii8 
No charge 


Wyoming 
No charge 


Wisconsin 
8¢ per month 
without time 

limitation 


8¢ per month No charge No charge 
without time 


limitation 


Note: There are 31 states with no hand-set charge as of January 1, 1940. 
1 The hand-set charge was changed to 15 cents per month for twenty-four months on January 


11, 1940. 


2 The charge of 15 cents per month for twelve months in the operating territory of the Pacific 
Telephone and Telegraph Co. in Idaho was eliminated, effective October 1, 1939. 
3 The data shown for Kansas apply to the operating territory of the Southwestern Bell Tele- 


phone Co. in Illinois. 


4In the Kansas exchanges formerly served by the United Telephone Company, the rate is 


15 cents per month without time limitation. 


5 The hand-set charge will be eliminated, effective July 1, 1940. 

6 The charge was eliminated in a few small exchanges in Oklahoma on August 1, 1939. 

7 The data shown for New Mexico apply to the operating territory of the Mountain States 
Telephone and Telegraph Co. in Texas. In Dallas, Houston, San Antonio, and a number of 
smaller exchanges no charge applies. In a few exchanges the charge is 15 cents per month for 


twenty-four months. 


8 Data for Hawaii supplied by the public utilities commission of the Territory of Hawaii. 


e 


ism for the Associated Press, the Phila- 
delphia Public Ledger, the United States 
Daily, and other periodicals. 

More recently Mr. Bruckart has been 
active as a Washington columnist for a 
great chain of weekly newspapers. He 
will continue this work, as well as carry 
on his new duties as the USITA Wash- 
ington representative. 

Mr. Bruckart was born and raised in 
Missouri and began his early career with 
newspapers in Kansas. He is also a mem- 
ber of the District of Columbia Bar but 
has not engaged in active legal practice. 

‘2. =e 


A specifically at persons using the 
telephone “to dun or demand pay- 


286 


FEB. 29, 1940 


ments of debts,” a bill was introduced in 
the state senate by William R. Attkisson, 
Louisville, that would make subject to 
fines of $10 and $20 and imprisonment of 
thirty days to six months persons using 
“violent, abusive, profane, and_ inde- 
cent language” over the telephone. It 
applies to all telephone users, however. 

Furthermore, it would prevent even 
“polite talking” collectors from calling 
anyone to the telephone or leaving word 
for him to call back unless the phone 
called were listed “in the telephone 
directory in the rightful name” of the 
debtor. 

So far as the “tough talk” is con- 
cerned, it wouldn’t make any difference 
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under the bill if it were “in the vernacu- 
lar or foreign or other language.” 

The measure recites that “many un- 
scrupulous persons and firms are setting 
up racketeering and strong-arm collec- 
tion agencies .. . to the great hurt and in- 
jury to the legal profession and to the 
great injustice to the hard pressed and, 
in many instances, purely innocent vic- 
tims of their vicious methods.” 

It adds they “often coerce their sub- 
jects into illegal settlements by threats of 
injury to their person.” The bill con- 
cludes : 


An emergency is hereby declared to exist 
and this act shall take effect from and after 
its passage and signature by the governor. 

co ee Oe 


Ye FCC was fairly busy during the 
past month with the subject of tele- 
vision. A week of testimony was fol- 
lowed by a program of actual inspection 
through the various television plants in 
the East. 

Incidentally, the Chesapeake & Poto- 
mac Telephone Company and its par- 
ent, the American Telephone and Tele- 
graph Company, were authorized by 
the FCC to install four new coaxial units 
between Washington and Baltimore. Re- 
cent discoveries and improvements 
claimed by the Radio Corporation of 
America in the field of relaying television 
broadcasts through a series of booster 
transmitters indicate that the expensive 
coaxial cable may not be as important an 
instrument in breaking the limited hori- 
zon of television broadcasts (so as to per- 
mit anything approaching a chain net- 
work) as had been previously expected. 

However, the new coaxial cable cir- 
cuits are needed far more just now in 
handling long-distance telephone traffic 
than for television pipe lines. New links 
between the nation’s capital and Balti- 
more reflect the growing telephone toll 
trafic in this area. There is also un- 
questionably the factor of strengthening 
the national defense to be considered, in 
view of the fact that such cables may 
eventually link up with the Philadelphia- 
to-New York coaxial line so as to pro- 
vide a wealth of uninterrupted under- 
ground circuits over the entire distance 
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between the nation’s largest city and the 
nation’s capital. 

Some idea of the expense involved in 
this work can be seen in the announce- 
ment that the 4-coaxial unit project be- 
tween Washington and Baltimore—a 
distance of 42 miles (slightly longer than 
the rail and highway routes)—will cost 
approximately $820,000 to construct. Of 
this amount the AT&T will bear over a 
half million. 

A short spur at Ellicott City will 
link the line into the regular cables out 
of Baltimore to Frederick, Md., and the 
West. 


* * *K Xx 


OMMUNICATIONS affairs were not 

moving very fast in Congress dur- 
ing the month of February. Chairman 
Wheeler of the Senate Interstate Com- 
merce Committee, tied up with, railroad 
legislation, indicated that his body would 
not even get to hearings on the proposed 
merger of the two national telegraph 
systems, recently recommended by the 
FCC, until late in March. And there 
seemed no particular pressure from any 
quarter to prod such legislation. 

Senator O’Mahoney, chairman of the 
Temporary National Economic Com- 
mittee, made a couple of announcements 
of the future agenda of his committee 
which were of passing interest to the 
communications industries. One was that 
certain reports on the committee’s hear- 
ings to date would be sent up to Con- 
gress some time during March. These 
will probably include an analysis of the 
controversial competitive bidding issue 
on the underwriting of securities, 
especially Bell system securities. A 
special staff of the SEC was understood 
to be helping out on this report under 
the guidance of Commissioner Hender- 
son, who is also a member of the 
O’Mahoney committee. 

Also scheduled to take place around 
April 1st were hearings by the 
O’Mahoney committee on the problem of 
technological unemployment, which are 
quite likely to go into the subject of the 
effect of dial installations on the employ- 
ment opportunities of the telephone in- 
dustry. 
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Taxes Still Increasing 


HILE final returns for the year 1939 

will not be available for some time, 
and interim reports do not always 
separate taxes from operating expenses, 
enough data seems at hand to indicate 
another substantial increase in taxes. The 
nine large systems listed in the accom- 
panying table paid out approximately 
$148,000,000 in taxes in the latest twelve 
months’ periods reported, compared with 
$138,000,000 in the corresponding pre- 
vious periods, or an increase of about 8 
per cent. Since revenues increased only 
4 per cent, there was an increase in the 
average ratio of taxes to revenues from 
16.5 per cent for 1938 to 17.2 per cent in 
1939, 

The accompanying chart shows the 
ever-increasing drain on utility earnings 
due to local, state, and Federal taxation. 
Since 1935, when the New Veal pogrom 
against the utilities began to gain momen- 
tum, the trend has been increasingly ad- 
verse. 

As indicated in the chart, stockholders 
have had to pay the penalty. The decline 
in the proportion of revenues available 
for stockholders almost equals the in- 


and 
Comment 


By OWEN ELY 


creased proportion to which governmen- 
tal units have helped themselves. Despite 
the fact that kilowatt-hour output has in- 
creased nearly two-thirds in the past 
twelve years, the average revenue per 
kilowatt hour has been reduced from 2,7 
cents to about 2.1 cents, which meant a 
reduction of some 22 per cent in gross due 
to lower average rates. After the con- 
sumer had taken his big slice, the gov- 
ernment increased its “cut” from 10 to 
17 per cent of gross. 

Because of its inherent strength, the 
industry has been able thus far to stand 
these inroads, but can it continue to serve 
the public efficiently if the trend persists? 
Can investors be persuaded to supply the 
necessary equity funds to preserve a well- 
balanced capital structure, as the SEC 
desires? 


ONSOLIDATED Edison of New York 

has been a conspicuous leader in 
demonstrating to the public, through 
newspaper advertising and other pub- 
licity, the size of its tax burden, which is 
perhaps the heaviest borne by any of the 
large systems. Other companies should 
wage similar campaigns. Other possible 
measures are the following: (1) Publi- 
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Ratio Taxes to Revenues 
1939 938 
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cation of a separate item for taxes (in- 
stead of combined expenses and taxes) 
inall interim and annual statements ; (2) 
publication in the annual reports of a 
complete breakdown of taxes, showing 
in detail the payments made to various 
governmental agencies and the basis of 
each payment; (3) charts and compari- 
sons in annual reports similar to those 
here presented ; (4) leaflets to be mailed 
with customers’ bills, giving tax details 
and explaining that high taxes prevent 
rate reductions ; (5) analysis of the rea- 
sons for recent tax increases, and in- 
quiry as to whether the legal and pub- 
licity departments foresaw and attempted 
to forestall them—and whether better 
organization or stronger efforts are 
needed to combat further levies, assess- 
ments, etc.; and (6) appeals to public 
agencies for repeal or modification of 
present tax laws and rulings. 

The public service commission of New 
York, in a recent order unanimously 
granting Rochester Gas & Electric Cor- 
poration an increase in electric rates, con- 
demned high utility taxes as the “pre- 
dominant cause for increased service 
charges.” (See p. 308.) 


Commissioner Burritt pointed out that 
the company’s deficit was caused 
primarily by increased taxes, which ac- 
counted for over half of it. Moreover, 
the increased rates to be borne by custom- 
ers must include not only an amount 
sufficient to take care of the company’s 
deficit, but nearly 25 per cent more as a 
contribution to government. New York 
state levies a normal one-half of one per 
cent gross earnings tax and an emergency 
2 per cent tax on gross, in addition to 
which cities can levy a 1 per cent 
emergency tax. (Query: When will the 
“emergency” be over?) Federal income 
taxes on the additional income are 163 
per cent, making a total of nearly 20 per 
cent automatically taken out of any rate 
increase before it reaches the company’s 
security holders. 

: 


SEC Explains Position on 
Common Stock Financing 
HE SEC, which had permitted the 
$25,000,000 Dayton Power & Light 


offering to proceed February 8th with 
underwriters’ fees temporarily im- 
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pounded, rendered its final decision 
February 12th. The issue, consisting of 
first mortgage 3s due 1970 at 104, was 
successfully offered by the Morgan Stan- 
ley syndicate at the low yield of 2.8 per 
cent to maturity. 


The sinking fund of 14 per cent per’ 


annum, which should retire 45 per cent of 
the issue by maturity, is perhaps the 
heaviest ever imposed on a high-grade 
utility issue. 

The SEC decision was of special in- 
terest from three angles: (1) bond ver- 
sus common stock financing for new 
money, (2) arm’s-length bargaining with 
special reference to Morgan Stanley & 
Co.), and (3) the trend toward com- 
petitive bidding. 

The commission did not give clear-cut 
answers to any of these issues but 
nevertheless somewhat clarified its stand. 
The Dayton financing involved $5,000,- 
000 “new money” and was the first such 
case since the SEC refused to allow Con- 
sumers Power to raise $10,000,000 new 
money through sale of bonds. The com- 
mission pointed out certain differences in 
the two cases. The Dayton Company, do- 
ing business in the state in which it is in- 
corporated (unlike Consumers Power), 
could make its application under § 6B 
of the Holding Company Act instead of 
the more stringent §7. Also the com- 
pany’s indenture limitations on future 
bond issues, its strong sinking fund, and 
the testimony of its officers indicated a 
conservative financial policy with regard 
to future indebtedness. 

The SEC did not pursue the issue of 
arm’s-length bargaining, but instead 
criticized the form of underwriting con- 
tract used by Morgan Stanley, with 
special reference to the mechanics of the 
firm’s obligation to take back unsold 
bonds. 


HE fact that Morgan Stanley con- 

tented themselves with the un- 
usually low underwriting spread of 13 
per cent (compared with 2 per cent on 
the Consumers Power offering) brought 
forth blame rather than praise. Com- 
missioners Henderson and Eicher ap- 
parently regarded the smaller fee with 
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suspicion, as indicating that “purely 
fortuitous” circumstances might govern 
fixing of fees. If the SEC is to dis. 
charge its duties under the Holding Con. 
pany Act, the commissioners held, 
“underwriting must be given a frame. 
work more easily observed and less 
easily abused than what is so hopefully 
and euphemistically described as ‘nego- 
tiation.’ ”” They also raised the question 
whether the bankers had been over. 
anxious to increase their aggregate fe 
because the original plan of the com. 
pany had been merely to raise new funds, 
while Morgan Stanley had suggested the 
larger bond issue which included the te- 
funding. The commissioners failed to 
stress the point that, whether or not the 
fees were a consideration, the bankers 
had rendered a considerable service to 
the company in successfully carrying 
through the refunding operations on 
a very low-yield basis. 

For the moment, apparently, the com- 
mission does not plan any steps in the 
direction of ‘competitive bidding,” but 
the veiled threat remains—at least in the 
language of two commissioners. 

As regards the majority comment that 
the 13 per cent underwriting spread was 
“not noticeably out of line with the 
charges in other issues,” it may be mer- 
tioned that only one utility issue in the 
past year and only four or five in the past 
five years carried a smaller spread. A 
small spread gives bond salesmen little 
incentive to work on placing an issue. In 
the case of Southwestern Bell Telephone, 
only } point was allotted to salesmen who 
(theoretically, at least) placed the bonds 
this being the same as the commissidi 
for selling an existing bond on the stock 
exchange or over-the-counter. 


¥ 
“Arm’s-length Bargaining’ 
Inquiry Broadened 
? [ Sue SEC on February 2nd issued 


an order against Dillon Read & 


Company and Northern Natural Ga 
Company (North American Compaty 
system) requiring them to prove tha 
there had been arm’s-length bargaiming 
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between them last August in connection 
with the private sale of $16,000,000 first 
34s to institutions. While the bonds were 
not underwritten, Dillon Read was to be 
paid a fee of $80,000 for placing the 
bonds, but this has been held up by the 
SEC. 

This is the third recent case in which 
the SEC has raised the issue of arm’s- 
length bargaining, the other two being 
the Consumers Power and Dayton 
Power & Light offerings underwritten 
by Morgan Stanley & Co. 


¥ 


Sale of Indianapolis P. & L. 
Stock Proposed 


_ the public sale of common 
stock by electric power and light 
companies for raising new capital has be- 
come almost a forgotten practice, there 
have been several instances in recent 
years of the successful distribution of 
common stock of operating units pre- 
viously held by holding companies. It 
seems probable that, with the effort to 
conform to § 11, such offerings may be- 
come more frequent in the future. 

It has sometimes been assumed that 
the important utility systems would solve 
their geographical integration problems 
by selling to each other or “swapping” 
properties among themselves. Such a 
solution presupposes either a plentiful 
supply of cash on the part of the buying 
company (since the practice of former 
days, of financing purchase by sale of 
holding company bonds, would probably 
be frowned on by the SEC), or the ability 
to “match” one property against another 
on a fairly even price basis and in such 
a way as to conform to the geographical 
needs of both systems. Much the simpler 
course would be to “unload” unwanted 
operating units on the public itself. The 
utility companies have for years been 
hoping for higher price levels for operat- 
ing Company stocks in order to carry out 
such a program, but may now be recon- 
ciled to the “realities” inherent in an 
SEC-dominated industry. In any event, 
the price-earnings ratios of the 1920's 
Were, in many cases, admittedly fantastic. 
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Current price-earnings ratios for leading 

companies range from about 12 to 17, 
as follows: 

Price- 

Approx. Earn- 


Price Share ings 
About Earnings Ratio 


Boston Edison 149 $9.75 
Commonwealth Ed. 32 2.45 
Consol. Edison 32 2.25 
Consol. Gas of Balto. 82 4.94 
Detroit Edison 122 7.58 
Pac. Gas & Elec 2.84 
South. Calif. Ed. ... 2.46 


Average 


Since these companies are well known 
to most investors and represent “the 
cream of the crop,” it would, as a rule, 
be necessary to offer the stocks of smaller 
operating companies at lower multiples of 
earnings. There have been only two im- 
portant sales of such stocks over the past 
year or so. In May, 1939, Utilities Power 
& Light sold about 60,000 shares of the 
common stock of Newport Electric Cor- 
poration to a banking syndicate, which 
made a public offering at about ten times 
earnings. Last August a large block of 
Washington Gas Light Company (86 
per cent of the outstanding amount) was 
sold to the public at about thirteen times 
earnings. While the latter ratio seems 
high, it was explained by the company’s 
exceptional dividend record over a long 
period of years. 


x= Corporation, manager of the 
reorganization plan of Utilities 
Power & Light Company (to be known 
as Ogden Corporation as soon as pending 
litigation is cleared up), is negotiating 
with a syndicate to be headed by Leh- 
man, Goldman Sachs, and First Boston 
for the public offering of all the com- 
mon stock, and some of the preferred, of 
Indianapolis Power & Light Company. 
Since the system reorganization is techni- 
cally not yet completed, permission of 
both the Federal court and the SEC must 
be obtained, so that some weeks may 
elapse before the actual offering. 
Indianapolis Power & Light Company, 
formed as a consolidation of two units 
in 1926, has been a fully owned part of 
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the Utilities Power & Light system since 
that date. 

The question of pricing the common 
stock is a difficult one. As of December 
31, 1937, a consulting engineer valued the 
common stock equity at $13,500,000, 
since which time earnings have increased 
and the property has been improved. It is 
now proposed to offer the stock at about 
$15,500,000 or $16,000,000 (645,980 
shares at about $25 or $26a share). The 
proposed price would be about 124 to 13 
times last year’s earnings, which are 
estimated at $2 a share. Based on recent 
dividend payments, the yield would be 
about 6 per cent. 

Proceeds from the sale of the stock 
would be used by Ogden Corporation 
(successor to Utilities Power & Light) 
to retire at issuance all its $12,835,000 de- 
benture 44s. There is also the possi- 
bility that part of the funds (together 
with proceeds of other sales) might be 
used to retire 30 per cent or more of the 
new $2.50 preferred stock (192,534 
shares). 

The stamped Utilities Power & Light 
5s and 54s have been selling recently 
around 105, with prices on the new Og- 
den Corporation 44s, preferred stock and 
common about 100, 43, and 34, respec- 
tively. For each $1,000 Utilities Power 
& Light 5 per cent and 54 per cent de- 
benture there would be exchanged $400 
of new Ogden Corporation 44 per cent 
sinking-fund debentures, 6 shares of 
$2.50 preferred, and about 78 shares of 
common. 


¥ 


Pending Financing 


NE of the smaller “prewar” issues 
which have been held in registration 
through continued amendments—$7,- 
750,000 Marion-Reserve Power Com- 
pany 20-year 34s—was offered by a 
White Weld & Company syndicate 
February 15th. The financing also in- 
cluded $1,240,000 2% per cent 8-year 
serial notes (sold to the Chase Bank) 
and 7,500 shares of $5 preferred stock 
offered at 98 by the bond syndicate. 
Southwestern Gas & Electric $16,000,- 
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000 first 34s of 1970 were offered bya 
Bonbright-Harriman Ripley syndicate 
on February 14th. 

A smaller piece of financing, ¢. 
pected shortly, is the $3,800,000 issue of 
Indiana Associated Telephone Corpora. 
tion first 34s of 1970. 

Kentucky Utilities has advised the 
SEC regarding its revised financial pro. 
gram. The offering will consist of $20. 
000,000 first 4s due 1970, $6,000,00 
sinking-fund mortgage 44s due 1955, and 
a $6,000,000 bank loan (the latter replac. 
ing an equal amount of first mortgage 
bonds). First Boston Corporation wil 
head the underwriting, which was ex. 
pected about February 26th. In the new 
set-up, two Chicago banking houses 
which had originated the financing and 
were first named as principal underwrit- 
ers, were replaced by the First Boston 
Corporation. 

The $42,225,000 Jersey Central Power 
& Light financing (First Boston Cor- 
poration), originally scheduled severd 
months ago, still apparently awaits SEC 
determination as to whether the company 
is an operating or a holding company. 


» 


What Will National Power & 
Light Do with Its Cash? 


ATIONAL Power & Light on Sep- 
N tember 30th held over $19,000,000 
cash, of which about $16,000,000 was it 
“temporary cash investments.” Currett 
liabilities amounted to only $1,190,010 
and funded debt of the parent company 
was $18,148,500. (The latter figure 
showed a reduction of over $6,000,00) 
during the previous twelve months.) 

The 6s of 2026 are currently aroun 
112 (callable at 110) and the 5s of 203 
are around 107 compared with the cal 
price of 106. As both issues are callable 
on thirty days’ notice, it seems strangt 
that they have not already been redeemel, 
either through a refunding operation 0 
use of the company’s cash, which waso> 
tained in part through the sale of its Tet 
nessee property. 

In the ie months ended November 
30th, the parent company report 
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“other income” of only $62,898, which 
appears to indicate that its temporary 
cash investment was in short-term gov- 
erments or other securities of nominal 
yield. Retirement of the bonds would 
eliminate fixed charges of about $1,000,- 
000 and increase earnings per share on 
the common stock from the 67 cents re- 
ported for the twelve months ended 
November 30th to about 85 cents per 
share. The common stock is currently 
quoted around 8, with a yield (based on 
the annual 60 cents dividend rate) of 
about 74 per cent. 

It is possible, of course, that the Elec- 
tric Bond and Share management has 
other uses for the cash, in connection 
with its broad integration plans for the 
several systems in the Electric Bond 
family. 

Eventually, Mr. Groesbeck has indi- 
cated, he plans to regroup all his domes- 
tic properties in three major systems—in 
the Northwest, in Texas and adjacent 
territory, and in Pennsylvania and neigh- 
boring states. The three new systems 
would be completely interconnected, and 
such interconnection might prove an ex- 
pensive undertaking, toward which 
present cash backlogs could profitably be 
applied. 


¥ 


Success of Traction Plan 
Imminent 


nde ge steps have been taken to 
speed New York city’s unification 
plan. Federal Judge Patterson has fixed 
an upset price of $50,000,000 for the 
mortgaged properties of the Inter- 
borough, decreed foreclosure of the re- 
funding mortgage, and appointed a 
special master to conduct an auction sale. 
Hearings were to be held February 15th 
on the fairness of the unification plan for 
A division of the proceeds of the city’s 
purchase payment. 

On February 27th all creditors and 
Security holders must show cause why 
he proposed plan is not fair, equitable 
and feasible, 

The upset price of $50,000,000 insures 

at dissenting security holders will find 
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it advantageous to accept the city’s offer, 
since they will receive less from the court 
award than the city has offered under its 
plan. In fact holders of IRT 6 per cent 
notes and common stock cannot expect 
to receive anything unless they accept the 
city’s offer by depositing. 

B.-M.T. securities have been active 
and strong recently, indicating favorable 
Wall Street opinion as to the improved 
chances for the city’s acquiring that com- 
pany. The city was accepting tenders of 
undeposited securities; and, in view of 
the relatively small margin of unde- 
posited securities, as compared with the 
required amount, there seems little doubt 
that the plan will be successful. 


¥ 


Interlocking Personnel under 


SEC Fire 


A the opening gun in what may be- 
come a drive to break up interlock- 
ing personnel between utility holding 
companies and their service companies, 
the Public Utilities Division of the Secu- 
rities and Exchange Commission has 
been seeking to force C. E. Groesbeck 
and S. R. Inch to retire as officers of 
either Electric Bond and Share Com- 
pany, or Ebasco Services, Inc. 

This was disclosed recently when the 
SEC commissioners heard oral argu- 
ments by Ebasco and the SEC utilities 
division on the declaration filed by 
Ebasco under § 13 of the Public Utility 
Holding Company Act. 

Both Milton Cohen, counsel for the 
utilities division, and Commissioner 
Robert E. Healy made it clear that the 
commission’s objection to the interlock- 
ing personnel of Electric Bond and Share 
and Ebasco, if sustained in that case, 
would also be applied generally through- 
out the utility field. 

John F. Maclane, counsel for the com- 
pany, objected that to do so would re- 
verse a long line of contrary decisions by 
the SEC. Mr. Cohen suggested to the 
commission that it should overrule its 
earlier decisions and begin breaking up 
interlocking relationships, even includ- 
ing those already approved. 
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What Others Think 


Municipal Utility Ownership 
Elections, 1934-1939 


£ &- marked effect of Federal sub- 
sidies as an inspiration for mu- 
nicipal ownership of electric utilities is 
strikingly shown in a compilation of local 
elections on questions of public owner- 
ship during the six years from 1934 to 
1939, inclusive. This record possibly does 
not include every single election held dur- 
ing the period covered. (Any omission 
is, of course, inadvertent and hardly 
likely to be of great importance). Yet, it 
clearly shows the trend throughout the 
period when the Federal government ex- 
erted unprecedented efforts to promote 
public power developments and by liberal 
cash grants and other devices encouraged 
cities, districts, and states to engage in 
the utility business. 

Tightening of the Federal purse 
strings, through curtailment of PWA 
loans and grants, resulted in a substantial 
decrease in the number of public owner- 
ship elections in 1939. During the pre- 
ceding year (1938) the high point had 
been reached with 172 elections. This 
was largely brought about by the cam- 
paign conducted by the TVA to estab- 
lish itself as the dominant dispenser of 
electric power in Tennessee, and a similar 
drive by the Lower Colorado River Au- 
thority in eastern Texas. These two 
states accounted for almost exactly one- 
half of the elections in 1938 which re- 
sulted favorably for public ownership— 
52 out of 106. In 1939 the total number 
of elections dropped to 49, of which 25 
favored public ownership. 

A significant situation is disclosed by 
a study of the combined populations of 
communities voting for and against pub- 
lic ownership during the 6-year period. 
Although 306 elections resulted in vic- 
tory for public ownership, as against 255 
opposed, the total population involved in 
the 306 elections was less than one-third 
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as large as that concerned with the 255 
elections. Specifically : 306 elections fz. 
voring public ownership: population, 
2,059,371 ; 255 elections opposing public 
ownership: population, 6,985,798. 


She above figures do not include the 
population of Oregon and Wash- 
ington, in each of which substantial ma- 
jorities were registered against public 
ownership proposals in statewide elec- 
tions in 1936. 

The overall effect of Federal subsidy 
upon the total number of municipal elec- 
tric utilities in the United States—now 
that its influence is obviously diminish- 
ing—has been to reverse, for the present 
at least, a downward trend in the number 


U. S. Census figures since 1917, plus a 
total for 1939 obtained from the FPC: 


TOTAL NUMBER OF MUNICIPALLY OWNED 
AND OPERATED ELECTRIC UTILITY ES- 
TABLISHMENTS IN THE UNITED 
STATES BY YEARS 


municipal ownership of electric utilities 
has arrested a steadily diminishing trent 
in the number of such establishments 
which reached its lowest point (as fara 
official figures are available) in 19% 
Whether this Federal influence, which 
has resulted in bringing the number 0! 
municipal plants once more above the 
2,000 mark for 1939, will sustain the totd 
number remains to be seen. 
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n this respect, the sharp drop off in 


victories (reflected in the accompanying 
charts) during the year 1939, as com- 
pared with the peak of PWA operations, 
would indicate that no new stimulus is 
likely to be experienced along this line in 
the near future unless the present temper 
of Congress changes sharply. And now 
that the sustaining hand of Federal sub- 
sidy is being withdrawn, it may be that 
natural economic forces under which 
municipal establishments were gradually 
being merged into private operations 
prior to 1933 will resume their function. 

Of course, Federal stimulation in the 
direction of municipal ownership is 
likely to remain strong for some years in 
certain geographical spheres of influ- 


ence, such as in the TVA area and in the 
Columbia river basin. Changing policies 
of future Federal administrations may af- 
fect these regional influences, but for the 
present their direction is obviously 
toward the encouragement of municipal 
utilities whenever and wherever possible. 

In this connection it may be of passing 
interest to note that if it were not for 
such strong regional influence of the Fed- 
eral government (augmenting the finan- 
cial encouragement made nationally 
available through PWA operations), the 
total number of municipal elections 
studied during the 6-year period might 
show a balance against municipal own- 
ership instead of in favor of it. Thus, if 
we leave out the election figures in italics, 
as shown on the state list on page 297 for 
the states of Tennessee and Texas, the 


NUMBER AND RESULT OF MUNICIPAL ELECTIONS ON PUBLIC 
OWNERSHIP OF LOCAL ELECTRIC UTILITIES 1934-1939 (INC.) 


1935 1936 





FAVOR PUBLIC OWNERSHIP 




















295 


1938 





NOT IN FAVOR 
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PUBLIC UTILITIES FORTNIGHTLY 


total number of municipal elections held 
during the 6-year period would have re- 
sulted in 254 in favor of municipal own- 
ership and 255 against. 


NCIDENTALLY, it might be observed, in 
discussing the overall downward 
trend of municipal establishments since 
1917, that the number of privately owned 
electric utilities also diminished. Thus, 
U. S. Census figures show that in 1917 
there were 4,224 of these so-called ‘“com- 
mercial establishments,” and in 1922, 
3,774; in 1927, 2,137; in 1932, 1,627; 
and in 1937, only 1,340. However, this 
diminishing trend in commercial estab- 
lishments is not at all comparable to the 
diminishing trend in municipally owned 
utilities, discussed above. This is for the 
obvious reason that, whereas a municipal 


utility by its very nature is generally 
confined to service within its own urban 
area, the privately owned utility com. 
monly serves a large number of mp. 
nicipalities. 

The diminishing number of private es. 
tablishments, therefore, merely reflects 
the era of consolidation, merger, and 
sale which accompanied the rise of the 
holding company during recent years, 
rather than any curtailment of pri- 
vately owned utility operations. Indeed, 
such holding company mergers were 
often followed by a definite expansion in 
operating territory. 

Thus, according to the Federal Power 
Commission, privately owned utilities 
now serve approximately 89.6 per cent of 
the total number of communities in the 
United States receiving electric service, 


RELATIVE POPULATION OF MUNICIPALITIES VOTING ON PUBLIC 
OWNERSHIP OF LOCAL ELECTRIC UTILITIES 1934-1939. (INC.) 
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STATE-BY-STATE RECORD OF MUNICIPAL OWNERSHIP ELECTIONS 


1938 1937 
For Agnst. For Agnst. 


5 ee 


1939 
For Agnst. 
1 re 
6 
1 


ct 
Ly 2 
25 24 106 66 34 33 
POPULATION: 

255 comm 


e 


whereas publicly owned plants served 9.9 
per cent—these figures as of January 1, 
1939. In view of the fact that there 
were more municipal plants than private 
companies engaged in such service, the 
total number of private companies is 
dearly not comparable with the total 
number of municipal plants on the basis 
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of determining the relative importance of 
their respective utility operations. 

It will be observed in the accompany- 
ing list of municipal elections (page 298) 
the name of the same municipality is, in 
a few instances, listed two and even 
three times. This occurs, of course, 
where more than one election was held, 
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such as in the case of Ogden, Utah, 
where municipal ownership proposals 
were voted down three times within 
two years. It was necessary to repeat 
the entry in such cases so as to give the 
result of each individual election (rather 
than, for example, to cancel out an un- 
favorable election against a subsequent 
favorable election on a municipal own- 
ership proposal) in order to record the 
trend in sentiment year by year. To do 


otherwise would distort the results 
shown on the accompanying charts 
which purport to denote the year-by-year 
developments in public ownership senti- 
ment. 

However, such duplicate entries are 
recorded “in favor” as well as “against” 
and probably would not substantially al- 
ter the comparative result one way or the 
other under a different treatment. 

—Georce E. Doyine 





List of Municipalities Voting on Public Ownership 
Of Local Electric Utilities, 1934-1939 (Inc.) 


AMES of the following municipali- 
ties voting unfavorably on local 
public ownership properties appear in 
italics. Municipalities voting favorably 


ALABAMA 
Name Population 
Athens (’34) 
Enterprise (’34) 
Fairfield (’36) 
Albertville (’37) 
Ft. Payne (’37) 
Scottsboro (’37) 
Attalla (’34) 
Haleyville (37) 

ARKANSAS 

Paragould (’38) 
Harrison (35) 

CALIFORNIA 


Sacramento (’34) 

Weaverville (’34) 

Lodi (35) 

Lodi (’34) 

Lodi (’34) 

San Joaquin Dist. (’35) 

Susanville (35) 

Lynwood (36) 

Napa (736) 

Tulare (36) 

Fresno (’37) 

Oroville (37) 

Redwood City ( 

San Diego (37) 

San Francisco (’37) 

Tulare (37) 

San Francisco (’39) 

Ventura (’39) 
COLORADO 


La Salle (34) 
Delta (’35) 
Fort Collins (’35) 
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appear in roman type. The year of the 
respective election is indicated by the 
bracketed numerals; population of each 
community is given in adjoining column. 


Name Population 


La Junta (’38) 

Rifle (34) 

Englewood (’37) 

Craig (’38) 

Glenwood Springs (’38) 
Glenwood Springs (38) 
Montrose (’39) 
Montrose (’39) 


CONNECTICUT 


Bristol (’38) 
Manchester (35) 


DELAWARE 


Seaford (’35) 
Seaford (36) 
Middletown (’38) 


FLORIDA 


IDE and (230) <<. since caosads wamnenes 3 
Arcadia (’38) ,082 
Arcadia (’38) 

Mt. Dora (35) 

De Land (37) 

Palatka (’38) 

Melbourne (’39) 


Powder Springs (’34) 
Sandpoint (’36) 


Kewanee (’34) 
Centralia (35) 
La Salle (’35) 
Wood River (’35) 
Jacksonville (’36) 
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ILLINOIS, Cont'd Name Population 
Name Population Rue Eo 
Salle (’37) Rolfe (’38) 
eae (°38) 2850 Chariton (39) 
Chester (34) : 
Murphysboro (’34) Eureka (’34) 
Urbana (’34) Burlington (’35) 
Waukegan ('34) Hoisington (’35) 
Aledo (’35) . Phillipsburg (’35) 
Petersburg (’36) Udall (’35) 
Herrin (38) Damar (’37) 
Goodland ade 
) Paola (’37) 
Lapel (’34) Al ; 
34 608 Alma ('38) 
rahi hay ) Waterville (’39) 
Lebanon (°37) Cherryvale £ 35) 
Rising Sun (’39) Fa ary Ee 
. 7 . 34) unlap ("35) 
ship Noblesville ( Hepler (’35) 
Mankato (’35) 
) Olathe (’36) 
Corning (36) 
of the Hamilton (’37) 
by the MM \fittord (’34) la (37) 
of each MM Readlyn (734) 385 Phillipsburg (’37) 


olumn, MM Readlyn (734) Virgil (37) 
Rockford (’34) 996 Florence (38) 
iideiies Sumner (734) Lecompton (38) 
p Fairfield (°35) Olpe (’38) 
. Hopkinton (735) Plainville (38) 
lowa City (’35) Caldwell (’39) 
La Porte (’35) KENTUCKY 


Sandborn (735) Glasgow (’36) 


Fontanelle (’36) i 4 
Forest City (°36) ao 
New Market (’36) 30 Williamstown _(’36) 
Rockwell City (’36) Vanceburg (’37) 
New Market (’37) 630 Williamstown (37) 
Manning (37) Burkesville (’38) 
Primghar (37) 962 Barbourville (’38) 
Stanton ( 37) Fulton (’38) 
roa eg Hickman (’38) 
Dayton (°38) Owensboro (’38) 
rial (739) ian Pe 
; ‘ Williamstown (35) 
McGregor (39) 1,299 Louisa (’36) 
— (39) Wilmore (36) 
a 6393 54 Barbourville (’37) 

Aiba (34) Beattyville (37) 

Oskaloosa (’34) enatats 

Rembrandt (’34) pela 
Sheldon (34) De Quincy (’38) 

Boone (35) Bossier City (’38) 

Le Mars (35) MASSACHUSETTS 
oe City (35) Falmouth (’34) 

; aukon (°35) Falmouth (’35) 

erry ('36) Groton (34) 

Rockwell City (°36) 

Scranton (36) etait 
Eldon (37) Ironwood (’34) 

Rolfe (’37) Zeeland (’35) 

Storm Lake (37) Constantine (’36) 

Belmond (’38) Dowagiac (’36) 

Durant (’38) Ludington (’36) 
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MICHIGAN, Cont'd 


Name 


Zeeland (’37) 
Sturgis (’38) 
Morenci (’34) 
Ludington (36) 
Gladstone (37) 
Owosso ('37) 
Menominee (’38) 
Menominee (38) 
Mt. Pleasant (’38) 

MINNESOTA 
Fairfax (’34) 
Glenwood (’34) 
Morris (’34) 
Spring Valley (’34) 
Bemidji (’35) 
Eveleth (’35) 
Hutchinson (’35) 
Morris (735) 
Lake Crystal (’37) 
Halstad (’38) 
Kasson (’38) 
Madelia (’38) 
Princeton (’38) 
Truman (38) 
Westbrook (’38) 
Pine River (’39) 
St. Cloud (’34) 


Kenneth (’37) 
Brainerd (38) 
Glenwood (’38) 
Le Center (38) 
Le Center (38) 
Northfield (’38) 
Northfield (’38) 
St. Charles (38) 
Sherburn (38) 
Eveleth (39) 
MISSISSIPPI 

Columbus (’34) 
Corinth (’34) 
Aberdeen (’35) 
Okolona (735) 


Batesville (’38) 
Grenada (’38) 
Charleston (’39) 
Mendenhall (’34) 
Greenville (’35) 
Jackson (’35) 
Oxford (35) 
MISSOURI 

La Plata (’34 
Anderson (735) 
Pattonsburg (’35) 
Thayer (’36) 
Rockport (’37) 
Carrollton (’38) 
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Name Population 
Clarksville (’38) 
Eldorado Springs (38) 
Lathrop (’38) 
Odessa (’38) 
Pleasant Hill (’38) 
Vandalia (38) 


Weston (34) 
Kirksville (35) 
Plattsburg (’36) 
Parkville (37) 
Braymer (38) 
Centralia (38) 
Lees Summit (38) 
Liberty (38) 
Liberty (38) 
Osceola (38) 
Parkville (38) 
Sturgeon (38) 
Caruthersville (’38) 
NEBRASKA 


Deshler (’34) 
Haigler (’35) 
Columbus (’36) 
Stromsburg (’36) 
Arnold (’37) 
Auburn (’37) 
Battle Creek (’37) 
Minatare (’37) 
Superior (’37) 
Auburn (’38) 
Bayard (’38) 
Cozad (38) 
Nebraska City (’38) 
York (’38) 
Bayard (’39) 
McCook (’34) 


Fullerton (39) 


Winnemucca (34) 

NEW JERSEY 
Camden (’35) 
Mt. Olive (34) 
Dover Twp. (38) 

NEW YORK 
Watertown (’34) 
Albany (’35) 
New Hyde Park (35) 
Plattsburg (’36) 
East Rochester (’39) 
Auburn (735) 
Lockport (35) 
Churchville (’37) 

NORTH DAKOTA 

Leeds (’34) 
Grand Forks (’35) 
Walhalla (’37) 
Grand Forks (36) 
Hettinger (’36) 
Sherwood (’38) 
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OFFICIAL GAS AND ELECTRIC PRICE TRENDS THROUGH 1939 





OHIO OKLAHOMA 
Name Population Name Population 
Wapakoneta (’34) Cushing (’34) 
Amherst (’39) Pawnee (’34) 
Monroeville (’39) 1,080 Frederick (’35) 
No. Baltimore (’39) Wynnewood (’35) 
Chillicothe (°39) Hooker (’36) 
Lima (’35) Hollis (737) 
New London (’35) Drumright (’38) 
East Liverpool (36) Erick (38) 
Delphos (’37) Muskogee (’34) 
Port Clinton (’37) Norman (34) 
Sandusky (’37) Eufaula (’35) 
Fairport (’38) Pauls Valley (’35) 
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OKLAHOMA, Cont’d 


Name Population 


Alva (36) 
Konawa (’36) 
Vimta (36) 
Carnegie (’38) 
Fairfax (’38) 
Guthrie (’38) 
Hollis (38) 
OREGON 
Cascade Locks (’38) 
Monmouth (’38) 
Oakridge (’39) 
Hood River Co. (’39) 
Wasco Co. (’39) 
Springfield (’35) 
Linn Co. (36) 
Marion Co. (36) 
7 Counties (’38) 
(Clackamas, Clatsop, Columbia, 
Washington, Polk, Yamhill, Lincoln) . 166,448 
Springfield (’38) 2,364 
Wasco Co. (’38) 
Lane Co. (’39) 
Linn Co. (39) 
PENNSYLVANIA 


Fleetwood (734) 
Myerstown (34) 
Fleetwood (’36) 
Girard (’36) 
Bethlehem (34) 
Emaus ('34) 
Allentown (35) 
Ellwood City (35) 
New Castle (’35) 
Allegheny Co. (’37) 
Reading (37) 
SOUTH DAKOTA 


Flandreau (37) 
Freeman (’37) 
Flandreau (38) 
Rapid City (34) 
TENNESSEE 
Memphis (’34) 
Chattanooga (’35) 
Lewisburg (’35) 
Paris (’35) 
Clarksville (’36) 
Columbia (’36) 
Fayetteville (’36) 
Henderson (’36) 
Newbern (’36) 
Newbern (’36) 


Newbern (’37) 
Alamo (’38) 
Benton Co. (38) 
Brownsville (’38) 
Carroll Co. (’38) 
Friendship (’38) 
Halls (’38) 
Henry Co. (’38) 
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Population 


Name 


Humboldt (’38) 
Lenoir City (’38) 
Maury City (’38) 
Munford (’38) 
Obion (’38) 
Ridgely (’38) 
Sharon (738) 
Tiptonville (’38) 
Weakley Co. (’38) 
Whiteville (’38) 
Portland (’38) 
Savannah (’38) 
Sweetwater (’39) 
Camden ° (’39) 
Bells (38) 
Greeneville (’38) 


Bartlett (734) 
Kenedy (’34) 
Electra (’35) 
Raymondville (’35) 
Stephenville (’35) 
Edcouch (’36) 
Floydada (’36) 
Leonard (’36) 
Plano (’36) 
Sulphur Springs (’36) 
Yorktown (’36) 
Brenham (’37) 
Weatherford (’37) 
Baird (38) 
Bastrop (’38) 
Blanco (’38) 
Burnet (’38) 
Crosbyton (’38) 
Cuero (’38) 

Edna (’38) 

El Campo (’38) 
Electra (’38) 
Elgin (’38) 
Fredericksburg (’38) 
Goldthwaite (’38) 
Gonzales (’38) 
Hempstead (38) 
Jasper (’38) 
Kermit (’38) 
Kyle (’38) 
Lampasas (’38) 
Llano (’38) 
Lockhart (738) 
Luling (’38) 
Manor (738) 
Marble Falls (’38) 
Moulton (38) 
Perryton (’38) 
Robstown (738) 
San Marcos (’38) 
Schulenburg (’38) 
Smithville (’38) 
Somerville (’38) 
Wellington (’38) 
Waelder (’38) 
Wile (Cae oé.cs cas caw re cen nerese en 
Weimar (’39) 
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TEXAS, Cont'd 

Name 
Lexington (739) 
Abilene ( ’34) 
Gainesville ( 34) 
Goose Creek (34) 
Marlin (35) 
San Angelo (’35) 
Wichita Falls (’35) 
Bay City (36) 
Fairfield (’36) 
Gainesville (736) 
Perryton (’36) 
Wichita Falls (36) 
Columbus (’38) 
Comanche (’38) 
Cuero (38) 
Gainesville (’38) 
Goose Creek (’38) 
Lancaster (38) 
Pittsburg (38) 
Eagle Lake (39) 
Gamesville (39) 
Hamilton (739) 
Kenedy (’39) 
La Grange (39) 
Texarkana (’39) 
Temple (’39) 


Bountiful (’35) 


Ogden (’38) 
Ogden (’38) 
Ogden (39) 
VERMONT 


Rutland (’34) 

Putney (’36) 

Brattleboro (’36) 

VIRGINIA 

Danville (’35) 

Galax (’38) 

South Hill (’38) 

Danville (’34) 

Covington (’38) 

Virgilina (’38) 

Arlington Co (39) 
WASHINGTON 

Clark Co. (’38) 

Klickitat Co. (38) 

Skamania Co. (’38) 

Grays Harbor Co. (38) 

Thurston Co. (’38) 

San Juan Co. (’38) 

Grant Co. (38) 

Shelton (’34) 

Vancouver District (’34) 

Clark Co. (’36) 

Columbia Co. (36) 

Skamania Co. (36) 

Walla Walla Co. (’36) 

Yakima Co. (’36) 


Population 


Population 


Name 
Yakima (’36) 
Yakima Co. (38) 
Walla Walla Co. (38) 
Columbia Co. (38) 
Adams Co. (’38) 
Island Co. (38) 
King Co. (38) 
Kitsap Co. (38) 
Puyallup (’39) 

WISCONSIN 

Darlington (’34) 
Hustisford (34) 
Mt. Horeb (’34) 


Stoughton (734) 
Superior (’34) 
Waupaca (34) 
Ashland (’35) 
Breed (’35) 

Howe (’35) 
Maple Valley (’35) 
Medford (35) 
Poynette (35) 
Suring (’35) 
Brooklyn (’36) 
Cambria (’36) 
Milford (’36) 
Oregon (36) 
Hustisford (’37) 
Grantsburg (’38) 
Whitehall (’38) 
Mt. Horeb (39) 
Fond du Lac (’34) 
Horicon (’34) 
Milwaukee (’34) 
Peshtigo (’34) 
Pittsville (34) 
Potosi (’34) 
Stevens Point (’34) 
Two Rivers (’34) 
Two Rivers (34) 
West Salem (34) 
Beaver Dam (35) 
Gillett (35) 
Platteville (’35) 
Tomah (35) 
Cameron (36) 
Delton (36) 
Elkhart Lake (36) 
Lincoln Co. (36) 
Marion (’36) 
Milwaukee (’36) 
Poynette (36) 
Sheboygan (36) 
Ft. Atkinson (’37) 


Superior (38) 

Washburn Co. (’38) 
WYOMING 

Buffalo (36) 
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Bonneville Aids Deals 


HE Bonneville Power Administration 

collaborated with public utility districts 
in Pacific and Wahkiakum counties this month 
in purchasing facilities of the West Coast 
Power Company in southwestern Washington. 
The acquisition will become effective March 
Ist, subject to the approval of the Federal 
Power Commission. 

Bonneville acquired about 80 miles of high- 
voltage transmission lines, a mile of submarine 
cable across the Columbia, four substations, 
right-of-way easements, franchises, and other 
property for slightly more than $150,000. 

Wahkiakum County Public Utility District 
paid $120,000 for one generating plant and dis- 
tributing lines serving Skamokowa, Cathlamet, 
and Puget Island. The Pacific PUD bought 
three generating plants and low-voltage dis- 
tribution lines around Naselle Junction, II- 
meee, South Bend, and Long Beach for $300,- 


Bonneville agreed to resell for $33,750 a 
portion of the high-voltage lines purchased 
from the West Coast to the Pacific PUD. 


Cole Oil Control Bill 


FY additional states have agreed to join 
in compacts immediately to regulate the 
conservation and production of natural re- 
sources. Governor Leon C, Phillips of Okla- 
homa, chairman of the oil pact group fighting 
the Cole oil control bill, disclosed the fact be- 
fore a subcommittee of the House Interstate 
Commerce Committee recently. Governor 
Phillips named the states as Arkansas, Wyom- 
ing, Montana, Kentucky, and Mississippi. 

The present interstate oil compact was re- 
ported to be composed of Oklahoma, Kansas, 
Texas, New Mexico, Colorado, Michigan, and 
Illinois. All except Illinois have state oil and 
gas conservation laws. State leaders are con- 
vinced that Secretary of the Interior Harold 
Ickes is back of the drive. 


The March of 
Events 


REA Annual Report 


ver aged systems financed by REA are 
making “a favorable showing” financially 
and the ultimate losses on loans “should be 
small,” the administrator of rural electrifica- 
tion, Harry Slattery, stated in his annual re- 
port to the Congress on February 17th. 

The report traced in outline the swift 
growth in the use of electricity in the United 
States, and the progress of the cooperative 
and other farmers’ power systems financed by 
REA during their present development period. 
It pointed out that sharp reductions in over-all 
construction costs, such as REA has already 
achieved in its four and a half years of oper- 
ation, have operated to keep at a minimum 
the interest and amortization charges. The 
report added: 

“No less important to the continuing and 
increasing success of self-liquidating rural 
power systems is the abundant, and, to the 
user, profitable use of electric energy.” 


Japan Hit by Power Restrictions 


APAN’S giant industrial machine slowed 

virtually to a snail’s pace early this month 
following enforcement of drastic new restric- 
tions on electric power consumption. The 
latest curtailment at that time, the fifth in 
five months because of an acute power short- 
age, was ordered for an additional ten days in 
14 prefectures, of which Osaka, Japan’s chief 
manufacturing center, is the key point. Other 
principal industrialized areas affected included 
Kobe and Kyoto. 

Additional restrictions were effective in 
Yokohama February 10th. Tokyo was also ex- 
pected to be placed under the new restrictions, 
both cities facing a 35 per cent cut. 

The output of textiles, fertilizers, food- 
stuffs, and beer was reduced sharply, although 
utilities, wartime industries, and factories 
where stoppage would be dangerous continued 
normal operations. 


sd 


Arkansas 


“Little TVA” Favored 


STABLISHMENT of an Arkansas River Au- 
thority, or “Little TVA,” with which to 
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force electric rates to a “fair level” in the 
state was advocated in a statement issued by 
Lieutenant Governor Bob Bailey recently. The 
lieutenant governor, serving as state executive 
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in the absence from the state of Governor 
Carl E. Bailey, said he would ask the Arkansas 
congressional delegation to apply for Federal 
assistance. 

He stated that in view of the report of coun- 
sel for the Federal Power Commission on 
February 3rd, in which he recommended that 
a Federal agency take over from the Arkansas 
Power & Light Company and develop Blakely 
dam on the Ouachita river, “it looks like we 
could expect to get the movement started dur- 
ing this session of Congress.” 

Frequently comparing rates of private utili- 
ties with those of the Tennessee Valley Au- 
thority in Tennessee, Mississippi, and Ala- 
bama, the acting governor contended that an 
ARA could build dams for flood-control and 
power purposes, and sell power to private 
utilities, but that there “should be a ceiling to 
resale rates that would allow the utilities to 
earn only reasonable compensation for serv- 
ices.” Mr. Bailey’s formal statement said: 

“In view of the fact that Arkansas possesses 
more navigable streams and rivers than any 
other state, it is appalling to learn that only 
seven states have power rates that exceed ours. 
Our citizens must demand a feasible utilities 
program that will meet our needs and serve 
as an inducement rather than a hindrance to 
new industries that wish to locate in Arkan- 
sas.” 


Rehearing Denied 


HE state utilities commission on February 
5th denied without comment a petition of 
the Arkansas Louisiana Gas Company for a 
rehearing of the commission’s December 23rd 


order authorizing the Louisiana-Nevada 
Transit Company of Ada, Okla, to enter 
southwest Arkansas as a competitor in the gas 
distribution field. 

The Louisiana-Nevada Company is engaged 
in building a $440,000 pipe line from north 
Louisiana to serve the Ideal Cement Com- 
pany at Okay, Howard county, the Hope 
Brick Works, and the Hope Light & Power 
Company’s generating plant for 10 cents per 
thousand cubic feet. 

The Arkansas Louisiana Gas Company con- 
tended loss of revenue from the industrial 
concerns would necessitate an upward adjust- 
ment in its rates to other customers. 


Receives Purchase Advice © 


|e Gren voters should be given an oppor- 
tunity to ratify or reject recent action 
of the city council in voting to acquire the 
Harrison properties of the Arkansas Power 
& Light Company, before the state utilities 
commission establishes a valuation on the 
property, State Attorney General Jack Holt 
held late last month. 

He said, if the voters approve, the state 
commission could fix a valuation from which 
either the city or the utility company could 
appeal to the courts. If no appeal is taken, the 
city either may acquire the property at the 
price fixed or it may refuse to purchase. 

The opinion went to Chairman Thomas 
Fitzhugh of the state utilities commission, 
who recently advised Mayor L. C. Holt of 
Harrison that an election should be held be- 
fore the commission accepted jurisdiction to 
determine the value of the properties. 


California 


Rate Reduction Announced 


gone Ray L. Riley of the state railroad 
L commission recently announced a reduc- 
tion in rates of the Southern California Edison 
Company of $1,000,000 annnually, effective 
March Ist. 7 

The reduction in electric rates resulted from 
an investigation of the utility’s operation by 
the staff of the state commission during the 
last several months. Mr. Riley said: 

“This substantial saving to customers of 
Southern California Edison Company follows 
the commission’s declared policy of continuous 
investigation under which the operations of 
California’s utilities are under constant sur- 
veillance. Throughout the investigation the 
Tepresentatives of the company participated. 
During the course of the commission’s study 
a number of conferences and open meetings 
were held before Commissioners Ray 
Wakefield and Justus F. Craemer in every sec- 
tion served by the company to acquaint repre- 


sentatives of municipalities and other inter- 
ested groups with the commission’s investi- 
gation and to discuss the company’s rates and 
service.” 

Southern California Edison serves approxi- 
mately 200 municipalities in the counties of 
Los Angeles, Ventura, Santa Barbara, San 
Bernardino, Kings, Tulare, Kern, and Orange. 


Central Valley Tabled 


HE administration-sponsored Central Val- 
ley legislation, proposing to “unfreeze” 
$50,000,000 of the $170,000,000 bond issue, was 
introduced on February 2nd by Senator J. C. 
Garrison, of Modesto, Democrat; R. R. Cun- 
ningham, of Hanford, Democrat; and Roy J. 
Nielsen, of Sacramento, Republican. Com- 
mittees of both houses, however, apparently 
killed the bill for the session. 
Governor Olson, in his recent message to 
the state legislature, stated: 
“By the narrow margin of two votes you 
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failed to pass amendments proposed at your 
regular session last year to the Central Valley 
Authority Act which would enable California 
to keep faith with the Federal government 
and perform its duty to the people in the 
development of the Central Valley project. 

“T have considered carefully whether such 
legislation could be further delayed until the 
next regular session, without injury to the 
public interest and without ignoring requests 
received from the Federal administration. I 
am convinced that cannot be done and that 
need for this legislation is so urgent that it 
would be a dereliction of duty on my part if 
I failed to include it in the subjects submitted 
for your consideration. 

“The Federal government will surely com- 
plete this project if California will do the 
things needed to be done and give the people 
its full benefit in the delivery to them, at the 
lowest possible cost, of the water and power 
from this project. That objective can only be 
obtained through public distribution. Provid- 
ing the means for public distribution of the 
water and power from the Central Valley 
project should go hand in hand with the con- 
struction of the project, if the people are to 
realize the full benefits of both the water and 
the power furnished by this project.” 

Proposed expenditure of $50,000,000 on 
power in connection with the Central Valley 
water project, either through transfer of exist- 
ing bonds or a bond issue, was opposed on 
February 4th in a resolution adopted by the 
board of directors of the Kern County Farm 
Bureau. 

The directors were on record as favoring 
the use of the original $170,000,000 authoriza- 
tion for irrigation and flood-control purposes 


only, pointing out that actual cost of a power 
distribution system probably will amount tp 
$200,000,000. Copies of the resolution were 
sent to Governor Olson, State Senator Wagy, 
and Assemblyman Turner. 


Senate Passes Parley Bill 


‘= state senate on February 7th passed 
the bill of Senator Ed Fletcher, San Diego 
Republican, authorizing the state’s Colorado 
River Commission to open discussions with 
other states of the compact with reference to 
allocation of water and power. 


Rate Parley Ordered 


"@ pore the California Farm Federation 
and the Southern California Edison Com- 
pany to meet in conference for adjustment of 
asserted errors in electric rates which have 
been protested by farmers, the state railroad 
commission on February 8th adjourned the 
hearing. 

B. F. Woodard, attorney for the electric 
company, said that “overenthusiasm of some 
salesmen” has been responsible for some farm- 
ers believing domestic rates should not only 
be low for household use, but also for incu- 
bators and brooders. 

Offering to buy back all electric stoves and 
heaters farmers bought to obtain domestic 
rates for homes and kitchens, Harry Bauer, 
president of the Edison Company, said they 
were mistaken in their belief the rate also 
applied to incubators. J. J. Deuel of the farm 
group said Bauer’s offer was fair, but it would 
not be the solution because it would entail 
costly rewiring. 


Illinois 


To Appeal Gas Rate Plea 


TS Peoples Gas Light & Coke Company 
will carry its request for a gas rate in- 
crease amounting to $3,000,000 a year to the 
United States Supreme Court. This was an- 
nounced on February 7th by George A. Ran- 
ney, chairman, after the Illinois Supreme Court 
had denied the company’s petition for a re- 
hearing of the case. It was the third time the 
state court had ruled against the company. 


Ranney said the state supreme court would 
be asked to stay its latest mandate until the 
U. S. Supreme Court makes a decision, and 
to continue the present gas rates in effect. 
The money received will be impounded, as 
has been.done the last two years since the 
increase was first made, Ranney said. If the 
U. S. Supreme Court rules against the com- 
pany or refuses to hear the case, more than 
$6,000,000 will be refunded to Chicago gas 
users, 


Kentucky 


city of Louisville power to purchase the util- 
it 


Utility Faces Investigations 


4 ig Louisville Gas & Electric Company on 
February 8th was involved in probes into 
its activities by Federal and state authorities 
as the state legislature was asked to grant the 
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"le Washington the Federal Power Com- 
mission ordered the Louisville utility to show 
cause March 11th why the Federal court 
should not be asked to force the company to 
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give an accounting of its business activities. 
T. B. Wilson, president of the company, said 
“we have been filing information with the 
Federal Power Commission right along as 
fast as we can compile it. We haven't refused 
to file anything.” ; 

Representative Leon J. Shaikun, Democrat 
of Louisville, at Frankfort introduced a bill 
in the state legislature to give Louisville the 
right to buy the utility and operate it. Shai- 
kun’s bill would authorize the city to contract 
for TVA power. 

The measure, which was drafted by Dr. 
John Bauer, the electric rate consultant, per- 
mits a city of the first class, which denotes 
Louisville exclusively, to acquire any utility 
subject to divestment under the Public Utility 
Holding Company Act. Purchase may be 
made by negotiation or through condemna- 
tion proceedings. 

The city has been in dispute with the com- 
pany for sometime with respect to rates. In 
addition, Louisville recently started action to 
break a franchise which, the company holds, 
is perpetual. If the property is taken over the 
purchase will be financed through the sale of 
revenue bonds. Operating income of the 
properties would be pledged so that bond serv- 
ice would not be charged against general 
revenues. The maximum interest rate will be 
6 per cent, while retirement in forty years is 
contemplated, it was said. 

The state commission on February 9th an- 


nounced that it had concluded its rate nego- 
tiations with the Louisville Gas & Electric 
Company and that the company had been 
ordered to file revised rate schedules for its 
gas and electric service designed to reduce its 
customer’s bills in the net amount of $325,000 
a year. 

The commission also announced that its per- 
sonnel would continue its study of the com- 
pany’s plant and properties which was com- 
menced in October, 1938. 


Utilities Slash Rates 


N annual rate reduction of $180,781 to cus- 
tomers of the Kentucky Utilities Com- 
pany and its affiliate, the Kentucky Light & 
Power Company, was announced on February 
8th by the state public service commission. 
The new rates are effective March Ist. 

R. M. Watt, president of the two con- 
cerns at Lexington, also announced a $5,420,- 
000 3-year construction program and an em- 
ployee retirement pension plan. 

The rate reduction applies to residential, 
small commercial, and municipal street light- 
ing consumers. 

The commission said definite rates had not 
been worked out and that it could not say how 
many of the 87,000 customers of the two con- 
cerns would be affected. The commission said 
the reduction meant a drop of 6 per cent in 
the companies’ income. 


Louisiana 


Instalment Plan Announced 


ESIDENTS of New Orleans whose gas bills 
R are excessive this month because of the 
cold wave during January will be permitted 
to pay them over a period of four months, 
Mayor Robert S. Maestri said recently after 
a conference with A. B. Paterson, president 
of the New Orleans Public Service, Inc. 

Penalties customary on delinquent bills will 
not be collected, it was said, but to the con- 


trary, the usual discount would be allowed if 
the bill and first instalment are paid within 
be discount period listed on the face of the 

ill. 

The announcement followed by several 
days the action of the sewerage and water 
board which, at the mayor’s request, said 
that excessive water bills occasioned by 
broken water pipes or leakage to prevent 
freezing would be adjusted on the basis of 
the same period in 1939. 


Mississippi 
The increase, from a present basic price of 
27 cents per thousand cubic feet to a scale 


ranging from $1 per month for the first 400 
cubic feet to 50 cents per thousand for all 


Gas Rate Boost Proposal 


Bipods city commission recently an- 
nounced a special election would be held 
“at an early date” to determine if local citizens 
will approve a more than 100 per cent increase 
In gas rates made effective by the Mississippi 
Power & Light Company. 

Simultaneously, a “vigorous” protest against 
the new rates was filed with the Federal 
Power Commission, and suspension of the rate 
schedule asked pending a hearing. 
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gas used in excess of 12,000 feet, was made 
necessary by depletion of supply in the Jack- 
son natural fields, the power company said. 
The city commission based its protest on 
the contention the public utility company, 
under a franchise voted by Jackson people 
ten years ago, is bound to furnish Jackson 
consumers gas at the present rate “so long as 
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there is a sufficient supply within a 40-mile 
radius.” The commission contended such a 
sufficient supply was available should the 


“blowing” of Jackson field gas to other state 
and out-of-state points be discontinued by the 
company. 


Nebraska 


Power Districts Report 


HE North Loup Public Power District, 

Ord, filed with the governor an audit of 
operations for the period of 1939 which 
showed an operating surplus of $15,868 ex- 
clusive of adjustment of electric purchases 
for 1939 and bond interest. The auditors’ 
statement said the district can pay all 1939 
obligations with the exception of bond in- 
terest, and have a surplus of $10,000. 


New 
Utility Tax Scored 


_— state public service commission, in an 
order granting the Rochester Gas & Elec- 
tric Corporation the right to make a $408,000 
increase in its rates, recently assailed high 
utility taxes as the “predominant cause” for 
increased service costs. Under the present law 
the state puts a 24 per cent tax on the gross 
incomes of utility companies. Municipalities 
also have the power, if they so desire, to levy 
an additional 1 per cent utility tax. 

A decision handed down by Commissioner 
Maurice C. Burritt gave the company the 
power to raise its rates in order to meet a 
deficit of $408,000. The order for the rate in- 
crease was unanimously adopted by the com- 
mission. (See p. 289.) 


Seaway Study Demanded 


WINGING into the campaign to defeat the St. 

Lawrence seaway-power project, Senator 
Walter J. Mahoney, Buffalo Republican, an- 
nounced recently that he would propose in the 
state legislature that a searching economic 
survey of the probable effects of the project 
on New York state be conducted by a bi- 
partisan committee of the senate and assembly. 


The district had bonds in amount of $916,- 
000 outstanding, on which there is accrued in- 
terest of $30,533. It received a PWA grant of 


The Thayer County Rural Public Power 
District also filed its annual statement which 
showed that $173,538 was due as an allotment 
from the REA, and that it had received a 
working capital allotment of $3,318. The dis- 
trict’s only liability was said to be a note and 
mortgage in amount of $182,000 given to REA 


> 


York 


-Mahoney’s resolution would provide for 
calling upon the President and Congress of the 
United States to defer any action in reference 
to the proposed treaty with Canada relative 
to the St. Lawrence seaway until such investi- 
gation has been concluded, on the ground that 
New York, of all states in the Union, will be 
most vitally affected and most heavily sur- 
charged with its cost. 

Mahoney said he would request Assembly- 
man Anthony J. Canney, Buffalo Democrat, 
to sponsor the companion resolution in the 
lower house. 

This development came swiftly on the heels 
of receipt on February 6th by Erie county 
and western New York legislators of a letter 
from the Niagara Frontier Planning Board of 
Erie and Niagara counties attacking the St. 
Lawrence project and suggesting that treaty 
approval should be sidetracked until an un- 
prejudiced legislative group had investigated 
the effects of the plan on industry and com- 
merce of the state. 

The Niagara Frontier Planning Board has 
been designated the official agency of Buffalo, 
Erie county, and Niagara county for waging 
the drive to block the St. Lawrence project. 
City and county appropriations have been 
voted the board as a “fighting purse.” 


Ohio 


City Light Probe Approved 


HE Cleveland city council’s utilities com- 
"T oueer on February 9th approved legisla- 
tion empowering that committee to investigate 
construction of the new generating plant of 
the municipal light and power system, and to 
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invite the Public Works Administration, which 
is paying 45 per cent of the cost of the project, 
to make its own independent i inquiry. 

Before reporting out the legislation, by 
Councilman James S. Hudec, Republican, for 
action by the council, the committee turned 
down a proposal by Councilman William C. 
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Reed, Democrat, that the Federal Bureau of 
Investigation, as well as the PWA, be asked to 
join in the inquiry. : 

The committee indicated one of its first 


moves would be to make a thorough inquiry 
into the question why no city building permit 
for the project, which was started early last 
year, was obtained until recently. 


=e 
Oklahoma 


GRDA Chief Appointed 


P. Cionts, city manager of Muskogee, 
T. was appointed manager of the Grand 
River Dam Authority on February 8th, re- 
placing R. V. L. Wright, who resigned several 
months ago due to differences with members 
of the Authority. The announcement was 
made in Washington by John M. Carmody, 
Public Works Administrator. The appoint- 
ment was concurred in by the Authority, meet- 
ing at Vinita. 

The salary of the new manager will be $10,- 
000 a year. Wright was paid $15,000. It was 
understood Clonts would have no contract or 
definite tenure of office. The Authority wired 
Washington officials they thought “no con- 
tract for a definite period is desirable; his ac- 
complishments and ability should determine 
his term of office.” 

The Public Works Administration recently 
found T. E. Thompson, Shawnee, Okla., not 
qualified for managership of the Grand River 
dam hydroelectric project. The PWA an- 
nounced the disqualification was made on 
technical grounds and did not reflect on 
Thompson’s ability. 

The rejection was the second for GRDA 
nominations. The PWA previously had ruled 
out Ray McNaughton, Miami, Okla., chair- 
man of the Authority. 

The GRDA was recently assured codpera- 
tion in preliminary negotiations for purchase 
of transmission lines owned by the Public 
Service Company of Oklahoma in a 10-county 
area of northwestern Oklahoma. The GRDA 
last month approved construction of a power 
line to Chelsea and Claremore at an estimated 
cost of $175,430. 


Suit against United States Fails 


yes U. S. Supreme Court, by an even divi- 
sion of its membership, refused on Feb- 
ruary 12th to accept the original suit brought 
by the state of Oklahoma to restrain construc- 
tion of the Red river dam by the Secretary 
of War. Justice Murphy was not a member of 
the court at the time the case was argued and 
because of his recent elevation there was a pos- 
sibility a rehearing might be granted. 

Oklahoma had bolstered its arguments by 
filing a supplemental brief in the U. S. Su- 
preme Court contending “there is no such 
thing as the incidental creation of commercial 
water power by a flood-control project.” 

Attorney General Robert H. Jackson, in 
closing oral argument for the Federal govern- 
ment late last month, asserted that water 
power would automatically be created by the 
giant Denison, Tex., project and the sole ques- 
tion was whether it should be “permitted to 
run to waste.” 

Mac Q. Williamson, Oklahoma attorney gen- 
eral, replied in his supplemental pleading that 
such a contention was a “complete misconcep- 
tion” of the nature of a flood-control project. 

“If a power project is provided in connec- 
tion with a flood-control project, it must be 
purposely and separately created at the ex- 
pense of the utilization for flood control of 
the part of the site occupied by the power 
project,” he argued. 

While not arguing the government’s right 
to control the floods of streams, Williamson 
reiterated his belief that “the inseverable 
power project included in that scheme is so 
plainly beyond Federal constitutional author- 
ity that the whole scheme would fall.” 


Oregon 


Dismissal of Complaint Asked 


pee. of the complaint filed recently 
in the public utilities commission at 
Salem, demanding that the Portland General 
Electric Company and the Northwestern Elec- 
tric Company immediately reduce their com- 
mercial electric rates 50 per cent, was urged 
in an answer received from Northwestern 
Electric on February 8th. 

The original complaint was filed by C. A. 
Lucas, Flavel W. Temple, and William F. 
Woodward, all of Portland. 
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The complaint charged that the electric 
companies were purchasing Bonneville energy 
as low as one-fourth of one cent per kilowatt 
hour and that there was no reason why the 
commercial rates should not be reduced im- 
mediately instead of waiting for completion 
of surveys ordered by the public utilities com- 
missioner. 

The Northwestern Electric Company’s re- 
ply set out that the surveys ordered by the 
utilities commission were now in progress and 
would be completed shortly. The utilities 
commissioner previously announced that an 
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order fixing the reduced commercial and in- 
dustrial power schedules would be issued prior 
to May 1, 1940. 


Votes Municipal System 


HE Philomath city council recently voted 

to sponsor a movement to secure and op- 
erate its own municipal electric system, using 
Bonneville power. 

The action was taken following a vote of 
the council eliminating all further considera- 
tion of Philomath joining the proposed PUD 
for Benton county, which would comprise all 
of the eastern part of the county, with the ex- 
ception of the city of Corvallis. 

It was said an effort would be made to 
secure a vote on the proposal at the May 


primary. It is proposed to pay for the sys. 
tem by issuing revenue bonds. 


Power Line Held Right 


T= state of Oregon, through the state 
highway commission, has authority to 
grant the Bonneville Administration perpetual 
right and privilege to construct and maintain 
power transmission lines over and across 
specified state highways, Attorney General |, 
H. Van Winkle held recently. 

Van Winkle said the proposed agreement 
grants no right or privilege to construct any 
fixture upon or along a right of way of a 
state highway, but only authorizes construc- 
tion and maintenance of transmission lines 
over and across such right of way. 


Pennsylvania 


PUC Reduces Rates 


eg additional $36,000 annual rate reduction 
ordered by the state public utility com- 
mission on February 9th will lower Erie 
Lighting Company rates for 1940 by $82,000. 

A provision in the utility’s tariff, effective 
January 1, 1940, cuts revenues by $46,000 a 
year. It was later agreed to further reduce 
rates by $36,000. The PUC order formally ap- 
proved the company’s willingness to make the 
latter reduction. 

The majority of the utility’s customers are 
in Erie county. 


Rate Increase Voted Down 


A NEW gas rate schedule, which would have 

increased rates to an estimated $1,300,000 
a year for consumers in western Pennsylvania, 
was voted down by a 3-to-2 decision of the 5- 
man state public utility commission on Feb- 
ruary 14th. 

The motion, denying Peoples Natural Gas 
Company, of Pittsburgh, the right to put its 
new rates into effect on February 16th, was 
passed when the three Democratic members 
of the commission overrode the two Republican 
members. 


South Carolina 


Seek Board Abolition 


——_ George McKown, of Cherokee 
county, announced recently that he would 
introduce in the state senate a bill to abolish 
the present board of directors for the Santee- 
Cooper project and replace the board with 
one elected by the general assembly. Under 
the law as it now stands, these directors are 
appointed by the governor of the state. 


McKown’s Dill, the draft of which was 
completed early this month, has this title: “A 
bill to abolish the board of directors of the 
South Carolina Public Service Authority; to 
provide for the election of a new board.” (The 
public service authority is the state agency 
charged with administering the $40,000,000 
Santee-Cooper hydroelectric and navigation 
project now under construction in the lower 
part of the state.) 


Tennessee 


Towns Take Over Plants 


EWPorT and Sevierville began operating 
N their own electric distribution systems 
recently after taking over properties from the 
Tennessee Valley Authority. The properties 
had been operated by the Authority since Sep- 
tember, 1938, when the TVA and city of 
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Knoxville purchased TEPCO’s electric system. 
The Authority said Newport paid $220,7 
for facilities serving 1,285 customers in New- 
port, Rankin, and Parrotsville and adjacent 
rural territory. Sevierville paid the Authority 
$145,200 for facilities serving about 1,000 cus- 
tomers in Sevierville, Gatlinburg, Pigeon 

Forge, and adjacent areas. 
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Not to Sell Appliances 


HE Nashville Electric Service will not en- 
to. in the sale of major electrical ap- 
pliances during 1940, it was decided recently 
by unanimous vote of the Nashville Power 
Board at a special called meeting. 

On motion of J. C. Bradford, seconded by 
Martin Haves, the board decided that local 
electrical appliance dealers were entitled to a 
definite period of time to determine whether 
or not they could meet sales quotas on heavy 
appliances. Hayes, in seconding the motion, 
stated that in his opinion the appliance deal- 
ers who have urged NES to stay out of the 
appliance field have been “shown every con- 
sideration and it is now up to them to prove 
their claims that they can sell the appliances 
up to the quotas to be decided on.” 


Seek TEPCO Tax Replacement 


HE plight of four Tennessee counties hard 
hit by the tax loss suffered as a result of 
the purchase of the TEPCO by the TVA 
was dramatically portrayed before the House 
Military Affairs Committee recently by the 
county officials at the hearing on the Norris- 
Sparkman Bill to replace tax losses. 
Representatives from Warren, White, Van 
Buren, and Bledsoe counties appeared before 
the committee pleading that ‘Congress enact 
the TVA tax replacement measure and pre- 
dicting that unless some legislation along this 
line is passed the schools of these counties 
will have to close and “chaotic” conditions will 
prevail, 


In contrast to the antagonism displayed by 
many of the committee members towards the 
tax replacement bill during the testimony 
earlier in the hearing of W. R. Pouder, exec- 
utive secretary, and other officers of the Ten- 
nessee Taxpayers’ Association, the presenta- 
tion made by the county officials appeared to 
be received more sympathetically. 

Warren county’s case was presented by 
Judge P. N. Moffitt, who testified that of the 
total valuation of assessed property in the 
county, which amounted to $6,408,073 before 
the TVA purchased the TEPCO, $2,666,985 
was TEPCO property. 

Judge E. D. Austin of White county told 
the committee that two dams and hydroelec- 
tric plants, together with most of the trans- 
mission lines in his county, were purchased 
from the TEPCO by the TVA. The total in- 
debtedness of the county, he said, was $302,- 
348.09, practically all of which was contracted 
after the building of the dams and transmis- 
sion lines by the TEPCO, and in anticipation 
of revenue therefrom and before the loss was 
foreseen, “and the county can turn to no other 
source of revenue except real estate to recoup 
this loss.” Being an agricultural county, he 
said, “at least 75 per cent of the burden will 
fall on the farmers, very few of whom have 
electric service available.” 

County Chairman Grover C. Ault of Bled- 
soe county, told the committee that in his 
county it was “a matter of life and death” as 
to whether or not this replacement of taxes 
is provided, asserting that the sale of the 
TEPCO resulted in a tax loss to that county 
of $18,000. 


Utah 


Valuation Ordered Cut 


5 ipa Mountain Fuel Supply Company was 
ordered recently by the state public serv- 
ice commission to eliminate from its valuation 
used as a rate base an asserted write-up of 
$3,090,834.62 in the plant account of the pro- 
ducing division of the company. 

The commission said the write-up resulted 
from the issuance of capital stock of West- 
ern Public Service Corporation in 1929 in an 
amount in excess of the actual investment in 
properties acquired at that time. This is one 
of the companies that was merged in 1935 
to form the Mountain Fuel Supply Company, 
which supplies natural and manufactured gas 
ina number of Utah communities. 

Under the law a public utility is entitled to 
a fair return on its investment used and usable 
in providing its particular type of service. 
Therefore, a higher valuation would justify 
higher rates, and vice versa. 

Although the commission found that this 


more than $3,000,000 item had no place in 
the rate base of the company, it did not find 
sufficient justification at this time for any rate 
reductions. The commission indicated, how- 
ever, that further study of the company’s rate 
schedules was necessary “to determine if any 
one rate is unreasonable or discriminatory 
when compared with the other rates on file.” 


Certificate Granted 


HE state public service commission re- 
cently granted the Utah Power & Light 
Company a certificate of convenience and 
necessity authorizing it to continue providing 
electrical service in the city of Provo. 
Provo has refused to renew a city franchise 
because the city is constructing a municipal 
power plant and distribution system. The 
Utah Power & Light Company has agreed to 
sell Provo its distribution system, with the 
exception of lines transmitting energy beyond 
the city limits and to the Utah state hospital. 
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Among the State Commissions 


iss Florence M. Kiely, the first lady pub- 

lic service commissioner to be appointed 
in the United States, was reappointed for a full 
5-year term beginning February 15, 1940, as a 
member of the Michigan Public Service Com- 
mission. Miss Kiely was first appointed to the 
commission in April, 1939. On December 12, 
1939, another lady commissioner, Mrs. Kath- 
ryn Langley began her service as a member 
of the Kentucky Railroad Commission, a post 
to which she was elected at the last regular 
state elections. The first lady commissioner to 
be elected to office on a state board appears 
to be Mrs. Mamie Eaton-Greene, who was 
elected to the Florida Railroad Commission 
in 1926, and who served until 1934, marrying 
the telephone commission’s engineer in the in- 
terim. Another lady commissioner, Mrs. B. J. 
Pearman, was appointed last year to fill the 
unexpired term of her deceased husband as 
a member of the South Carolina Public Serv- 
ice Commission. Miss Kiely is a native of: 
Saginaw, Mich., and was originally appointed 
by the late Governor Frank D. Fitzgerald. 
Before that she had served eight years as 
secretary to the defunct Michigan Public Utili- 
ties Commission. 


William A. Dittmer, who has been in Hono- 
lulu for some months engaged in special work 
with the Hawaiian Public Utilities Commis- 
sion, has resigned his post as supervisor of 
investigation of the Illinois Commerce Com- 
mission. During his sojourn in Hawaii, Mr. 
Dittmer was on extended leave granted by the 
Illinois commission. He will continue his work 
with the Hawaiian board. 


Last month Governor Keen Johnson of Ken- 
tucky reappointed Judge Thomas B. Mc- 
Gregor as a Republican member of the Ken- 
tucky Public Service Commission for a term 
expiring January 2, 1944, Judge McGregor was 
born near Iola, Ky. in 1881, educated in Bowl- 
ing Green, and graduated i in law from Cumber- 
land University at Lebanon, Tenn., in 1905. 
After a brief private practice he became assist- 
ant attorney general of Kentucky in 1908 and 
attorney general in 1924. He served as judge 
of the fourteenth judicial district of Kentucky 
from 1930 to 1932. He began his service as a 
public service commissioner in 1936. 

On January 9, 1940, the chairman of the Ken- 
tucky Public Service Commission, J. C. W. 
Beckham, died at Louisville at the age of 
seventy-one years. He had long been active in 
the political life of Kentucky, which he en- 


tered at the age of twenty-four as a state 
representative. He served as governor and 
also as U. S. Senator. 


Ray L. Riley has been elected president of 
the California Railroad Commission, succeed- 
ing Ray C. Wakefield, who served as ‘president 
in 1939 and who continues as a member of the 
commission, 


Don G. Abel has been appointed director of 
the department of public service of the state of 
Washington to succeed Ferd J. Schaaf, who 
resigned late last year to enter private con- 
sulting practice. Mr. Abel was originally from 
Kansas, but studied law at the University of 
Washington from which he graduated in 1919, 
He served with distinction as an Army officer 
with the AEF during the World War. He 
was engaged in general law practice in Che- 
halis, Wash., until 1936, when he became WPA 
administrator for the state—a post which he 
held at the time of his latest appointment. 


William Meade Fletcher, nationally known 
authority on corporation law, was reélected by 
the Virginia general assembly for a 6-year 
term as a member of the corporation commis- 
sion. Commissioner H. Lester Hooker will be 
chairman of the Virginia commission for the 
year 1940, 


Frank P. Hyer, assistant chief of the rates 
and research division of the Wisconsin Public 
Service Commission, has resigned to accept a 
position at the Bonneville Federal power proj- 
ect in Oregon. He is the second member of 
the Wisconsin commission staff to join the 
Bonneville organization. Barclay J. Sickler, 
former chief statistician of the Wisconsin 
board, was the first. 

William F. Ehmann, chief of the tariff de- 
partment of the Wisconsin commission for the 
last twelve years, and a member of the com- 
mission staff for twenty years, also resigned, 
effective February 15th, to engage in private 
practice as a tariff consultant. Because of 
budget reductions, the commission has made no 
plans to fill any of the three positions made 
vacant by these resignations. 

Examination for secretary of the Wisconsin 
Public Service Commission was scheduled to 
be held late in February. The post of secre- 
tary has been recreated to replace the former 
office of commission director, which was abol- 
ished. Calmer Browy, former director, re- 
mained as acting secretary pending the out- 
come of the examination. 
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The Latest 
Utility Rulings 


Supreme Court Refuses to Review Pennsylvania 


Telephone Company Case 


HE United States Supreme Court 
‘ae to review a judgment of 
the supreme court of Pennsylvania af- 
firming a state commission decision on 
intrastate telephone toll rates. The com- 
mission had found that the rates charged 
for long-distance service in Pennsylvania 
were higher than the interstate rates for 
the same facilities for a like or greater 
distance. This, it was held, constituted 
an unreasonable discrimination against 
intrastate patrons. 

No question of confiscation was raised 
and the Supreme Court expressed the 
view that there was no Federal question 
involved. The contentions were that the 
commission order was wholly without 
support in the evidence and thus con- 
stituted a denial of due process contrary 
to the Fourteenth Amendment; that the 
order, based on discrimination only, and 
prescribing rates not found to be rea- 
sonable, was arbitrary, and hence a de- 
nial of due process; and that the order 
was a regulation of interstate rates, and 


e 


imposed a direct burden upon interstate 
commerce. The court stated: 

As to the first contention, it appears that 
the state court heard the appeal judicially 
and decided that there was evidence justify- 
ing the finding of the commission of unrea- 
sonable discrimination in the transaction of 
its intrastate business. In the absence of 
other constitutional objections, it cannot be 
said that a state court denies due process 
when on appropriate hearing it determines 
that there is evidence to sustain a finding of 
the violation of state law with respect to the 
conduct of local affairs. The contention that 
such a decision is erroneous does not present 
a Federal question. 

It was ruled that, where there was no 
claim of confiscation, the state authority 
was competent to establish intrastate 
rates and, in so doing, to decide what 
constitutes an unreasonable discrimina- 
tion with respect to intrastate traffic. 
Since the order related exclusively to in- 
trastate traffic, there was said to be no 
attempt to regulate interstate rates. Bell 
Telephone Co. of Pennsylvania v. Penn- 
sylvania Public Utility Commission. 


Exemption of Holding Companies Denied 
Under Control Statute 


HE Securities and Exchange Com- 
mission recently denied applications 
of two corporations for orders declaring 
them not to be holding companies en- 
titled to exemption from the provisions 
of the Public Utility Holding Company 
Act. The applicants were held to be hold- 
ng companies within the purview of the 
Act, 
The applicants argued that they were 
not even prima facie holding companies 
because the stock which they owned and 
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which they had deposited with voting 
trustees was not owned with the power 
to vote. As stated by the commission : 


It was urged that the language of § 2 (a) 
(7) (A)—‘“holding company means any 
company which directly or indirectly owns, 
controls, or holds with power to vote, 10 
per cent or more of the outstanding voting 
securities of a public utility company or of 

. a holding company’—embraces only 
“situations where a company directly or in- 
directly owns with power to vote, controls 
with power to vote, or holds with power to 
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vote, 10 per cent or more of the designated 
securities. 

Regardless of the appropriateness of con- 
sidering, on an application of this char- 
acter, whether Byllesby is prima facie a 
holding company, we are convinced that the 
construction of § 2 (a) (7) (A) for which 
counsel for the applicants contends, is un- 
tenable. The punctuation of that subsection 
makes it clear that the phrase “with power 
to vote” qualifies only the word “holds,” and 
not the words “owns” or “controls.’”’ While 
commas appear after the words “owns” and 
“controls,” the word “holds” which immedi- 
ately precedes the phrase, “with power to 
vote,” is not separated from that phrase by 
a comma, 


The commission said that such appli- 
cation cannot be granted unless it is 
shown that the applicants do not exercise 
such a controlling influence over the 
management or policies of any public 
utility or holding company as to make it 
necessary or appropriate in the public 
interest, or for the protection of investors 
or consumers, that the applicants be sub- 
ject to the obligations, duties, and liabili- 
ties which are imposed upon holding 
companies. 

The term “controlling influence” was 
dealt with quite fully. The commission 
felt that Congress meant by such term 
something less in the form of influence 
over the management or policies of the 
company than control of such company. 
It was mentioned also that the form in 


7 


which a controlling influence is exer- 
cised is immaterial, the fact rather than 
the device employed to achieve that end 
being the important factor. Moreover, 
the commission said, the existence of a 
controlling influence is not dependent 
upon the possession of a majority of the 
voting stock of a company. 

The question whether the creation of 
a voting trust had destroyed the control- 
ling influence otherwise existing was an- 
swered in the negative. The record indi- 
cated that in spite of the creation of the 
voting trust, the applicants continued to 
retain a controlling influence over the 
registered holding companies in ques- 
tion. 

The applicants felt that, even so, the 
influence was not such as to make it 
necessary or appropriate in the public 
interest or for the protection of investors 
or consumers that they be held holding 
companies under the Act. But the ab- 
sence of arm’s-length bargaining forced 
the commission to hold otherwise. 

The commission said that, in passing 
upon such applications, it can do so only 
upon the basis of the facts contained in 
the record before it. Upon that basis it 
was found necessary to deny the appli- 
cations. Re H. M. Byllesby & Co. et al. 
(File Nos. 31-379, 31-420, Release No. 
1882). 


Hearing and Notice in Rate Cases 


HE public service commission of 

Montana conducted a hearing based 
upon an order compelling a natural gas 
utility to show cause why its rates should 
not be reduced, and laid down certain 
rulings and prescribed a rate schedule in 
accordance with its opinion. 

The utility had urged that it had not 
been given reasonable notice of hearing 
and that it had not been duly apprized as 
to what it was expected to produce in the 
way of evidence. The motion to dismiss 
on these grounds was overruled. 

The commission agreed that it must 
give the public and the utility reasonable 
notice of a hearing to determine the rea- 
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sonableness of rates, since justice re- 
quires that all parties to the proceeding 
have a reasonable opportunity to prepare 
and present their respective interests. 
The commission stated that what con- 
stitutes reasonable notice is discretionary 
with it, provided, of course, that notice 
is at least given in strict conformity to 
the statutes. 
The commission also held that a notice 
of such a hearing should apprize the 
public and the utility as to what is in 
issue, but, said the commission, such a 
notice should not contain its views as to 
what evidence the utility or the public 
should offer relative to the reasonable- 


314 





THE LATEST UTILITY RULINGS 


ness of rates, that being strictly a func- 
tion for the parties. With respect to this 
issue the commission said: 

It must always be remembered that the 
commission is not, strictly speaking, a party 
to the proceeding but sits as an administra- 
tive body to fairly and impartially weigh 
the evidence and then determine whether or 
not the rates are reasonable or unreasonable. 


The commission stated a well-settled 
principle when it said that a utility is 
entitled to earn a fair and reasonable 
return on the present value of its prop- 
erty used and useful in the public serv- 
ice. That a gas consumer need only pay 
a reasonable rate has also been decided in 
earlier cases, the commission said. 

The commission had this to say about 
depreciation : 

In our opinion this utility is not using its 
depreciation fund for the purpose intended 
by good accounting practices and as gov- 


& 


erned by legal principles. To begin with, in 
order that the property of the utility be 
properly maintained and that the value upon 
which the return is based may not be les- 
sened, a utility is, therefore, entitled to earn 
a reasonable sum for the depreciation of its 
property. Furthermore, depreciation should 
always be considered in determining the 
value of the utility’s property for rate-mak- 
ing purposes. However, in so considering de- 
preciation it should be only considered for 
the purposes for which it is intended and is 
not to be used as a utility so decides. 


A patron of a utility is not required to 
pay through rates the amount expended 
by the utility for its plant, the commis- 
sion decided. It was also held that de- 
preciation should not be permitted to be 
used for the purpose of paying interest 
on its bonded indebtedness, but should 
be used for the purpose intended. Re 
Montana-Dakota Utilities Co. (Docket 
Nos. 3068-3070, Report and Order No. 
1752). 


Municipal Right to Fix Rates for 
Extraterritorial Service 


ye supreme court of Arizona re- 
versed a judgment granting a tem- 
porary injunction to restrain a munici- 
pality from enforcing an ordinance in- 
creasing water rates to be paid by con- 
sumers outside of the corporate limits. 
This reversal was based upon the ruling 
that courts do not have jurisdiction to 
review the reasonableness or unreason- 
ableness of rates charged by a munici- 
pality for water service to such consum- 
ers, but only to determine whether the 
municipality was complying with the 
terms of its contract. The city was not 
obliged, as a matter of law, to furnish 
such service, and the relationship be- 
tween the parties was purely contractual 
in nature. 

The court, referring to certain rules 
governing municipal corporations oper- 
ating public utilities, both within and 
without their corporate limits, said: 


They may be stated as follows: (a) a 
municipal corporation has a right to furnish 
water through its municipal water plant to 
consumers without, as well as within, its 
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corporate limits ; (b) while furnishing water 
in this manner the state corporation commis- 
sion has no jurisdiction to regulate its ac- 
tions towards consumers, whether inside or 
outside of such limits; (c) the legislature 
is the only body which has the right to regu- 
late the rates charged by a municipal cor- 
poration operating a public utility, and it has 
plenary power in that respect except as 
limited by the Constitution; (d) a munici- 
pality may not compel consumers outside 
of its corporate limits to purchase water 
from it, nor can it be compelled to furnish 
such water to nonresidents; (e) a munici- 
pality can only dispose of its surplus water 
outside of its corporate limits subject to the 
prior right of its inhabitants in case of 
shortage. 

It was held that the fact that a busi- 
ness is a public utility, does not make 
every service performed or rendered by 
those owning or operating it a public 
service with its consequent duties and 
burdens. They may act in a private ca- 
pacity as distinguished from their public 
capacity. In so doing, they are subject to 
the same rules as any private person. 

Furthermore, the court said, since the 
basis of the right of regulation is that a 
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duty is owed the public, regardless of 
contract, it follows as a corollary that 
when the duty which arises is based 
purely on contract and not on law, ex- 
press or implied, the situation is gov- 


erned by the rules applying to private 
contracts in general, notwithstanding 
that one of the parties may be operating 
a public utility. City of Phoenix et al. v, 
Kasun. et al. 97 P(2d) 210. 
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Franchise Held Not Revocable 


HE supreme court of Illinois af- 

firmed a judgment for the defend- 
ant in a suit by a municipality against a 
telephone company to recover for use of 
public streets and alleys for telephone 
lines, stating that the ordinance under 
which this action was brought was in- 
valid. 

First of all the court stated that when 
a municipality grants a franchise or li- 
cense to use the streets for a lawful pur- 
pose for an adequate consideration, by 
an ordinance which is accepted and acted 
upon by the grantee, the grant is not a 
mere license, but becomes a contract 
binding upon the parties, and it cannot 
be revoked or rescinded except for cause. 

Also, the court held, if a franchise or 
license provides for a definite payment 
or consideration, the municipality cannot 
demand additional compensation for the 
use of its streets. 

A grant to a public utility of a right 
to use public streets, which fixes no defi- 
nite time for the continuation of the 
right, is construed, in the absence of any- 
thing to show a contrary intention, as a 
license for the life of the grantee cor- 
poration, it was said. 


It was further held that a franchise to 
install telephone poles in the streets, 
alleys, and public ways of a municipality 
is assignable when it is given to the 
grantee, its successors, and assigns. Such 
a franchise did not create a mere license 
revocable at the will of the village, but 
it created a franchise for the remainder 
of the life of the grantee. 

The municipality contended that the 
dissolution of the grantee, even though 
subsequent to the assignment of the 
franchise, terminated the grant. With 
respect to this, the court said: 


The franchise having been regularly as- 
signed to appellee it would make no dif- 
ference whether the original grantee or any 
of the other intervening holders were after- 
ward dissolved. A contrary holding would 
nullify the provisions in the ordinance which 
made the franchise assignable. 


For the reasons stated the court de- 
cided that the ordinance repealing the 
franchise and levying an annual charge 
of one dollar per pole for the use of the 
streets, alleys, and public ways, was in- 
valid. Village of West City v. Illinois 
Commercial Telephone Co. 24 NE(2d) 
aoe. 


7 


Election Not Necessary on Purchase by 
Public Utility District 


7 supreme court of Washington 
upheld the right of Grays Harbor 
Public Utility District No. 1 to purchase 
property of Grays Harbor Railway & 
Light Company without holding an elec- 
tion. This ruling reversed a lower court 
judgment, which had permanently en- 
joined the district from executing the 
purchase contract. The decision affirmed 
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the lower court’s ruling that revenue 
bonds should not be enjoined. 
The court found that the commission- 
ers of the utility district had acted in 
good faith, that no abuse of discretion 
had been shown, and that a public sale 
of the bonds was not required by law. 
In answer to the contention that the pur- 
chase could not be made without first 
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submitting the proposition to the voters, 
the court said that the conclusion was 
inescapable that the legislature did not 
intend to limit the power of commission- 
ers in purchase of utilities, except as to 
those public utilities owned by a city or 
town where a general indebtedness was 
to be incurred which would run the gen- 
eral indebtedness of the district above 
the 14 per cent limit. 

The contention had also been made 
that the district had failed to provide and 
submit to the voters a plan or system. 
The court said that the provisions rela- 


tive to the time of passing the plan-or- 
system resolution were not mandatory. 

The city of Aberdeen had intervened 
on the contention that it had spent more 
than $125,000 on its own electric utility 
project and had preémpted the field. The 
court, however, said that the city neither 
owned nor operated a utility for the pur- 
pose of furnishing electricity to the in- 
habitants, and the district was therefore 
authorized to exercise the right to estab- 
lish and operate a utility within the city 
limits. Bayha v. Grays Harbor Public 
Utility District No. 1. 


7 


Pennsylvania Full Crew Act Held 
To Be Unconstitutional 


y be supreme court of Pennsylvania 
upheld a lower court decision that 
the Full Crew Act of 1937 was uncon- 
stitutional as to a railroad which would 
be required to expend more than $4,- 
500,000 in order to comply with the Act. 
The court ruled that commission orders 
making regulations for utilities are void 
if the cost of compliance is arbitrary and 
unreasonably oppressive. 

The case had been before the supreme 
court before in 330 Pa 97, 198 A 130. 
The case had been remanded to the low- 
er court so that facts could be presented. 
The lower court had held that the sec- 
tions of the Act involved in this case had 
no reasonable relation to the safety of 


employees or passengers, or of the pub- 
lic. The court had held that, in any event, 
the employment of additional manpower 
would not obviate, or prevent, supposi- 
tional hazards. 

The contention had been made that 
the Act could not be declared unconsti- 
tutional as to one member of the class 
affected, unless declared unconstitutional 
as to all. 

It was held by the court, however, that 
a statute may operate in an unconstitu- 
tional way as to one particular individual 
or company as to which it may be de- 
clared void and yet may as to others still 
be effective. Pennsylvania R. Co. v. Dris- 
coll et al. 9 A(2d) 621. 


e 


Local Regulation of Interstate Carrier 


3-JUDGE Federal court dismissed a 

complaint, in a suit to restrain 
city and state officers from interfering 
with an interstate contract motor car- 
rier’s operations and from arresting its 
drivers, because of lack of jurisdiction 
and the absence of a substantial Federal 
question. 

The statute under which the officers 
were acting made it unlawful for con- 
tract and common carriers to operate 
without first obtaining a certificate. It 
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was urged that this statute was unconsti- 
tutional because of the enactment of the 
Federal Motor Carrier Act of 1935. 
The court held that the statute was not 
unconstitutional on this ground. Con- 
gress had not preémpted the field by 
passage of the Motor Carrier Act and 
the Interstate Commerce Commission 
had not assumed authority to regulate 
the interstate operations involved in this 
particular action. 

All parties conceded that state action, 
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in determining what interstate commerce 
will or will not benefit the state, consti- 
tutes an unconstitutional violation of the 
commerce clause. But the court stated on 
the subject: 


However, we not only can but must ac- 
cept the allegations of the complaint and 
plaintiff’s proffered evidence in determining 
the propriety of the issuance of an inter- 
locutory injunction. Nowhere in the com- 
plaint does it appear that the state commis- 
sion is refusing or has indicated an intention 
to refuse to issue a permit on those grounds. 
Nowhere is it alleged or shown that the state 
commission has so construed the statute or 
threatens to do so. The mere susceptibility 
of a statute to a construction which could 
render it unconstitutional does not afford 
sufficient ground for injunctive relief where, 
as here, it does not appear that the statute 
has ever been so construed, the enforcing 
authorities affirm a recognition of its un- 
constitutionality if so construed and dis- 
claim any intention to do so, and where 
plaintiff’s real ground for relief is not the 
application of the statute to it. 


e 


Other Important Rulings 


T was held by the supreme court of In- 
diana that a municipality, in operat- 
ing an electric plant for the furnishing of 
light and power for its own use and the 
use of its inhabitants, does so for a 
municipal purpose within the meaning of 
the constitutional provision exempting 
property used for municipal purposes 
from tax requirements, and, therefore, 
the statute exempting such plant from 
taxation is constitutional. Chadwick et 
al. v. City of Crawfordsville, 24 NE(2d) 
273. 


The New York Court of Appeals has 
held that bonds to be issued by a munici- 
pality to finance the construction of a 
power plant constitute an indebtedness 
of the city and must be included in as- 
certaining the total amount of indebted- 
ness which the city may lawfully con- 
tract under the provisions of the Consti- 
tution, where such bonds are to be paid 
from the general taxes levied upon all 
the taxable property within the city. New 


Finally, it was decided that a conten- 
tion that the state officers were acting in 
an unconstitutional manner in arrestin 
drivers because the carrier had failed to 
secure state certificates and that the 
purpose of such action was to compel it 
to secure certificates, with the attendant 
payment of fees, did not raise the issue 
of whether the statute under which such 
officers acted was unconstitutional. It 
did not give a Federal 3-judge court ju- 
risdiction to enjoin such action where 
plaintiff had failed to apply for a certifi- 
cate. The opinion concluded: 


One who is within the terms of a statute, 
valid upon its face, that requires a license 
or certificate as a condition precedent to 
carrying on business, may not complain be- 
cause of his anticipation of improper or in- 
valid action in administration. 


Re Columbia Terminals Co. v. Lambert 
et al. 30 F Supp 28. 


York State Electric & Gas Corp. v. City 
of Plattsburg et al. 24 NE(2d) 122. 


The Wisconsin commission, in deny- 
ing authority to discontinue an agency 
station and to operate a prepaid non- 
agency station, held that the revenue de- 
rived was merely evidence of the use be- 
ing made of the service and was not con- 
trolling as to whether service should be 
continued. Re Illinois Central Railroad 
Co. (2-R-1054). 


The supreme court of Michigan has 
held that the construction of an intake 
crib, pumping and booster stations and 
pipe line from a certain city to a near-by 
lake, and new reservoirs, constitutes an 
extension of the municipality’s existing 
water system rather than the acquisition 
of a public utility, and, therefore, the 
city commissioners were authorized to 
contract for the construction thereof 
without a vote of the electors of the city. 
White et al. v. Welsh et al. 289 NW 279. 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports, 
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RE BOSTON, REVERE BEACH & LYNN RAILROAD CO. 


MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


Re Boston, Revere Beach & Lynn 
Railroad Company 


[D.P.U. 5903.] 


Service, § 58 — Powers of Commission — Railroad abandonment — Reorganiza- 
tion plan. 


1. The Department of Public Utilities has no jurisdiction to authorize a 
chartered railroad company to abandon all its stations and train stops and 
discontinue all of its transportation operations, or to approve a plan of 
reorganization the main purpose of which is to promote the final liquida- 
tion of the property, p. 262. 


Consolidation, merger, and sale, § 6 — Powers of Commission — Chartered rail- 
roads. 


2. The Department of Public Utilities lacks authority to approve the sale 
or transfer of substantially all the property and assets of any railroad op- 
erating under a charter of the commonwealth without specific authority 
from the legislature, p. 262. 


Corporations, § 21 — Reorganization plan — Purpose of liquidation. 
3. A submitted reorganization plan under § 77B of the Federal Bankruptcy 
Act is not in the true sense a reorganization plan when its purpose is to 
promote the final liquidation of the property rather than a change to a 
more satisfactory form or method of operation, p. 262. 


Commissions, § 17 — Jurisdiction — Statutory powers. 


4. The Department of Public Utilities, as an agent of the legislative 
branch, has only such powers as are expressly delegated, and it cannot 
put forth or claim to exercise inherent or implied powers in the sense 
that courts sometimes do as essential to the proper functioning of the 
judicial branch of the government, p. 262. 


Consolidation, merger, and sale, § 2 — Right to alienate property — Chartered 
corporation. 

5. The power to alienate property of a public service corporation, such as 

a railroad organized under a charter of the commonwealth, is not that 

of the ordinary corporation organized solely for trading and manufacturing 
purposes, p. 262. 


Consolidation, merger, and sale, § 6 — Powers of Commission — Waiver of rights 
of state. 
6. The Department of Public Utilities does not have power, without specific 
authority, to abrogate or waive reserved rights existing in the common- 
wealth to acquire, pursuant to charter, the property of an incorporated 
railroad, p. 262. 


Consolidation, merger, and sale, § 13 — Necessity of legislative consent. 


7. A railroad operating under a public charter cannot dispose or divest itself 
of substantially all of its property without the consent of the legislature, 
p. 262. 
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Service, § 119 — Duty to serve — Disabling contracts and arrangements. 


8. The rule that a chartered railroad company cannot dispose or dives 
itself of substantially all of its property without legislative consent goes 
beyond direct conveyances and transfers without legislative authority anj 
places under the ban all contracts and arrangements having a disabling 
ee the ability of a public railroad to perform its public functions 
p. 4 


Consolidation, merger, and sale, § 13 — Necessity of legislative consent — Effect 
of withholding franchise. 
9. The prohibition against the alienation of property of a chartered railroad 
without legislative consent is not limited to franchises only, but any aliena. 
tion of substantially all property, real and personal, so as to disable a rail- 
road from carrying on the business which it has been chartered to do for 
the benefit of the public is equally as effective, and it makes no difference 
whether the transfer is absolute or conditional or to take effect immediately 
or at some future time, p. 262. : 


Procedure, § 30 — Findings of fact — Necessity. 


10. Requests for findings of fact were denied in view of statutory provisions 
providing for a review of the rulings of the Department upon questions of 
substantive law but not contemplating a review of findings of fact, p. 268, 


(Grant, Commissioner, concurs in separate opinion.) 


[December 11, 1939.] 


—— by intrastate railroad company for authority to 


abandon all stations and train stops and discontinue all of its 
transportation operations and for approval of plan of reorgan- ae 
ization under § 77B of the Bankruptcy Act; petition dismissed “ 
and disapproval of plan certified. P 


e am 
mo 


mill 
193 
fica 
rest 
in t 
stea 


ment of all passenger service of the 
petitioner between Lynn, Revere, 
Winthrop, and Boston, commonly 
known as the “Narrow Gauge,” as 
well as the debtors’ plan of reorganiza- 
tion filed under the provisions of § 778 


APPEARANCES: L. C. Goodhue, 
for petitioners; Henry Wise, for Di- 
vision 991, American Street Carmen’s 
Union; Fred W. Fisher, for town of 
Winthrop; Frederick H. Reinstein, 
for the city of Revere; John H. 


Backus, representing certain inhabit- 
ants of the town of Winthrop; W. 
Edwin Ulmer, pro se; Herrick, Smith, 
Donald & Farley (Eugene T. Connolly 
and James F. Preston, Jr.) for Gener- 
al Bondholders and Bondholders Com- 
mission. 


WeEsBER, Commissioner: Many 
pertinent facts applicable to this peti- 
tion for our approval to the abandon- 


$1 PUR-ON.S.) 


of the Federal Bankruptcy Act, are 
fairly well described in the document 
referred to as the “plan” and in the 
brief filed by Mr. Fisher, the solicitor 
for the town of Winthrop. Briefly 
stated, it appears that the petitioner 
is a privately operated short line, 
wholly passenger intrastate railroad, 
organized under the General Laws and 
in evidence since 1875, operating by 
means of a ferry service in Boston 
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Harbor, between Atlantic avenue in 
Boston and East Boston, where con- 
nections are made with the main line 
service of the road to its terminal at 
Lynn by way of Revere. A branch 
line, also, runs from East Boston 
serving the town of Winthrop by 
means of a loop. The entire system 
in Winthrop is less than 9 miles in 
length. The wholly owned subsidiary, 
Point Shirley Street Railway Com- 
pany, operates busses for the petition- 
er between Winthrop Beach and 
Point Shirley and enters this contro- 
versy to such a limited extent that 
further reference herein is not essen- 


| tial. The road operates upon its own 


tight of way and does not use the pub- 
lic streets and highways except at 
public crossings. In 1928 it changed 
its method of operation from steam to 
dectricity, the cost of which added ap- 


proximately $1,500,000 to its indebted- 


ness. The approval of the Depart- 
ment was given in January, 1928 (D. 
P. U. 3066) (PURI1928B 596), 
among other things, to the issue of 
mortgage bonds to the amount of a 
million dollars, payable January 15, 
1933, to provide funds for the electri- 
fication of the road. It was then rep- 
resented to the Department and stated 
in that opinion that the change from 
steam to electricity was necessary for 
eficient operation of the road and 
could bring about substantial savings 
in operating expense justifying the 
additional investment and cost of fi- 
nancing the same. The discussion 
whether this additional investment was 
improvident, as claimed at the hearing, 
Is not helpful to the solution of the 
Issues raised by the petition. There 
is now outstanding $1,000,000 in first 
mortgage and $1,000,000 in general 
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mortgage bonds. A large part of these 
bonds is held by Massachusetts sav- 
ings banks. 

In 1928 the road was carrying pas- 
sengers at the rate of over 12,000,000 
a year, with an annual gross revenue 
of $1,200,000. The number of pas- 
sengers has since dropped to one-half, 
while the revenues have fallen as low 
as $600,000. The causes of this ab- 
rupt decline in passenger travel may be 
ascribed to conditions affecting rail- 
way transportation in general, al- 
though the absorption of the Chelsea 
division of the Eastern Massachusetts 
Street Railway Company by the Bos- 
ton Elevated in 1936 undoubtedly con- 
tributed to the loss of revenues of the 
Narrow Gauge. Dividends ceased in 
1930 and adequate and necessary re- 
serves for depreciation and wear and 
tear of structures, roadway, and roll- 
ing stock have not been maintained 
because of insufficient passenger in- 
come and increased expenses. In 
1938, for the first time, an operating 
deficit of $25,000 was recorded after 
taxes were paid, and it is expected that 
this deficit will be increased to over 
$40,000 for the current year. 

The travel between Winthrop anc 
Boston over the loop, so called, it is 
claimed, has been fairly well main. 
tained during the last ten years, the 
largest part of the decrease in passen- 
ger revenue resulting from the other 
stations on the main line. Winthrop 
is a residential seaside suburb of Bos- 
ton, with a population of 17,000. The 
development of the town in former 
days was largely influenced by the lo- 
cation and existence of this railroad. 
The commercial activities of the town 
are definitely situated with special re- 
lation to the passenger stations of the 


31 P.U.R.(N.S.) 





MASSACHUSETTS DEPARTMENT OF PUBLIC UTILITIES 


road. About a quarter of its popula- 
tion ride daily to work in Boston. 
While it is claimed its streets are gen- 
erally narrow and hardly suitable for 
efficient use of busses, if the railroad 
goes out of business, and assuming 
that the town does not enter the Bos- 
ton Metropolitan District and become 
a part of the area served by the Bos- 
ton Elevated Railway System, the 
town must depend on bus transporta- 
tion since the cost of adapting the 
railroad location as a highway for 
the use of busses is hardly prac- 
ticable. Transportation by busses 


from Winthrop, as a distinct serv- 
ice of itself, would require connections 
with the Boston Elevated Railway 
System at Orient Heights or Maverick 
Square at East Boston, besides requir- 
ing an additional fare, the amount of 
which would be governed by the use 


made of it. Reaching Boston by the 
ferry is more direct, landing the pas- 
senger at Atlantic avenue within easy 
reach of the business center of Boston, 
the elevated railway, and the north 
and south railroad terminals. 


The present petition comes before 
the Department as a result of proceed- 
ings for reorganization of the road 
under § 77B of the Bankruptcy Act, 
which proceedings were filed in the 
United States district court for the 
district of Massachusetts on July 13, 
1937. Upon the approval of the peti- 
tion by the judge, an order was made 
that the debtor be continued in pos- 
session. An order was also issued by 
said court on October 2, 1939, that 
the debtor file a copy of the plan of 
reorganization with this Department 
with the petition that is now under 
discussion. The applicable provisions 
of that act are to be found in § 177 


31 P.U.R.(N.S.) 


of Art. VIII (11 USCA, §§ 577 
578) as follows: 

“Sec. 177. In case a debtor is q 
public ‘utility corporation, subject to 
the jurisdiction of a Commission hay- 
ing regulatory jurisdiction over the 
debtor, a plan shall not be approved, 
as provided in § 174 of this act, u- 
til— 

“(1) it shall have been submitted 
to each such Commission ; 

“(2) an opportunity shall have 
been afforded each such Commission 
to suggest amendments or offer objec- 
tions to the plan; and 

“(3) the judge shall have consid- 
ered such amendments or objections 
at a hearing at which such Commis- 
sion may be heard. 

“Sec. 178. In case a debtor is a 
public utility corporation, wholly in- 
trastate, subject to the jurisdiction of 
a state Commission having regulatory 
jurisdiction over such debtor, a plan 
shall not be approved, as provided in 
§ 174 of this act, unless such state 
Commission shall have first certified 
its approval of such plan as to the 
public interest therein and the fairness 
thereof. Upon its failure to certify its 
approval or disapproval within thirty 
days, or such further time as the court 
may prescribe, after the submission of 
the plan to it, as provided in § 177 of 
this act, the public interest shall, for 
the purposes of such approval and of 
the confirmation of the plan, not be 
deemed to be affected by the plan.” 


The plan of reorganization, now 
before that court and approved by com- 
mittees representing the holders o! 
the first mortgage and general mort- 
gage bonds, and presented for our ap- 
proval herewith, has in mind the ulti- 
mate liquidating of the road and dis- 


260 





577, 


“isa 
ct to 
. hay- 
r the 
‘oved, 
t, un- 


nitted 


have 
ission 
Db jec- 


ynsid- 
ctions 
nmis- 


ee 
ly in- 
on of 
latory 
| plan 
led in 
state 
rtified 
o the 
irness 
ify its 
thirty 
court 
ion of 
77 of 
1, for 
nd of 
ot be 
“3 
, now 
7 coMm- 
rs of 
mort- 
ur ap- 
e ulti- 
d dis- 


RE BOSTON, REVERE BEACH & LYNN RAILROAD CO. 


posing of its property and assets 
through the trustees of liquidating 
trusts. The precise request of the pe- 
tition calls upon the Department to 
approve in writing the abandonment 
and discontinuance of all the transpor- 
tation operations of the road at all the 
stations and train stops, naming twen- 
ty-three in all, and that the Depart- 
ment approve in writing said plan of 
reorganization and the transfer of all 
its property used in the operation of 
the road and other action contemplat- 
ed thereby (see Art. X). 


Chapter 510 of the Acts of 1939 
referred to, entitled “An act to pro- 
vide improved transportation facili- 
ties in Winthrop and East Boston and 
to authorize the inclusion of the town 
of Winthrop in the Boston Metropoli- 
tan District,” was enacted during the 
closing days of the last legislative ses- 
sion. The manifest purpose of Chap. 
510 was to afford the town of Win- 
throp the opportunity to receive the 
benefits, subject to obligations as de- 
fined, of the Boston Elevated Railway 
System, granting authority of the lat- 
ter company to acquire, under certain 
terms and conditions and the approval 
of the bankruptcy court, certain prop- 
erty of the petitioner now used as a 
railroad. Section 9 of Chap. 510 pro- 
vided that the act shall take effect up- 
on its acceptance by the vote of the 
town of Winthrop and upon accept- 
ance by a majority of the stockhold- 
ers of the Boston Elevated Railway 
Company. On October 9, 1939, ata 
special town meeting of Winthrop, 
called for the purpose of considering 
the acceptance of the provisions of 
Chap. 510 of the Acts of 1939, the act 
was rejected by a majority vote of its 
town meeting members, the vote being 


134 to 103 against acceptance. To 
account for the size of the vote con- 
trolling the destiny of its 17,000 in- 
habitants, contrary to the accepted 
idea of our New England town meet- 
ings, where all inhabitants are entitled 
to vote upon the specific objects in- 
cluded in the town warrant, it should 
be stated that, because of the accept- 
ance by the town of Acts of 1920, 
Chap. 427, of the limited town meet-- 
ing provision permitted under Art. IT 
of the amendment to the state Con- 
stitution to towns having a population 
of over 12,000, the government of the 
town is confided to town meeting 
members, so-called in the act, elected 
annually by the voters and town meet- 
ing members at large, consisting of 
designated officials. These require- 
ments confine the voting membership 
of the town at town meetings to 300 
individuals. 


As bearing upon the public safety of 
continued operation of the road, there 
was evidence offered on the part of 
the petitioner that at least $300,000 
would be needed to be expended over 
a period of three years to rehabilitate 
the road and render it safe for public 
service, and that there was an immedi- 
ate necessity requiring expenditures 
of $70,000. These estimates are much 
greater than the ideas of the engineer- 
ing division of the Department as of 
the date of November 28, 1939. Ac- 
cording to that report minimum re- 
quirements sufficient to maintain the 
road in a reasonably safe condition 
call for the present renewal of 6,700 
railroad ties on the main line and 970 
on the branch, and that during the year 
1940, 6,100 railroad ties on the main 
line and 1,500 on the branch will be 
essential, and that, in addition, many 
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tie joints need attention, such ac re- 
newing and tightening. The sum of 
$8,425 is estimated in the report as 
the cost of performing work now re- 
quired on bridges, and the sum of 
$8,850 for the coming year. To sum- 
marize this survey, $17,450 is now 
needed, and $17,825 for the coming 
year for that part of the railroad. In 
addition to the foregoing, a survey of 
the piers and terminals at Boston and 
East Boston, used in connection with 
the ferry service, made by an experi- 
enced bridge builder and contractor at 
the instance of the engineering divi- 
sion, estimates temporary repairs call 
for an outlay of approximately $3,000, 
and that further examination would 
be required to ascertain the condition 
of the piling and abutments below the 
water mark, and that the major re- 
pairs after six months would call for 
$30,000 to $35,000. 

[1-9] At the outset of the public 
hearings held upon the petition, coun- 
sel for the employees of the road chal- 
lenged the authority of the Depart- 
ment to grant the requests of the pe- 
titioner, by presenting a motion to dis- 
miss. It was argued that the jurisdic- 
tion of the Department in railroad 
abandonment proceedings was defined 
by § 128 of Chap. 160, and that the 
Department had no other power to act 
in the premises. If this view is cor- 
rect, it is reasonably clear to us, from 
its phraseology, that the statute in 
question applies to the occasional sta- 
tion, rather than an entire railroad, 
because of the requirements in the sec- 
tion itself as to posting notices of in- 
tention to abandon, as well as the pro- 
vision in that and the following § 129 
for the relocation of an abandoned sta- 
tion. There is, therefore, a manifest 
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distinction in our mind, voiced in that 
statute, between curtailment of service 
and complete cessation of all service 
of a railroad. Upon no other reason. 
ing, than that authority of the Depart- 
ment in abandonment proceedings js 
limited to that set in §§ 128 and 129, 
can we explain the inclusion of § 8 in 
Chap. 510 of the Acts of 1939, and 
upon the assumption that statutory 
authority of the Department is not 
broad enough to permit the closing of 
the entire Narrow Gauge Railroad, 
which would be necessary if Chap. 510 
became effective. Section 8 further- 
more includes a specific power of dis- 
posal of practically all of the property 
of the railroad, with the approval of 
the Department ; likewise necessary to 
be exercised, in the acceptance of Chap. 
510 by the town of Winthrop, as such 
acceptance provides for the purchase 
of the property of the railroad by the 
trustees of the Boston Elevated Rail- 
way Company at a price not exceeding 
$250,000 (§32) and _ substituting 
therefor the Boston Elevated Railway 
System of Transportation to serve the 
district. 


But what appears to create even a 
more serious doubt than the point 
argued by counsel for the employees 
is what seems to us to be our lack of 
authority to approve the sale or trans- 
fer of substantially all the property 
and assets of any railroad operating 
under a charter of the commonwealth, 
without specific authority from the 
legislature. Such specific authority is 
to be found in § 8 of Chap. 510, but 
to be exercised only when the act is 
accepted by the town of Winthrop, as 
provided in § 9, and as an incident in 
the purpose of making the acceptance 
legally effective. But we do not ap 
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pear to have yet reached that point in 
the history of that act, if we ever do. 

The main purpose of this plan of re- 
organization is the ultimate sale of all 
the property of the petitioner now used 
by it in operating its railroad. The 
right to cease operations is only a step 
in the main purpose of promoting the 
final liquidation of the property of the 
petitioner in such manner as the trus- 
tees under the liquidating trusts see 
fit. The exact language of the trusts 
is “to convert the property in their 
hands into cash as rapidly as is con- 
sistent with business judgment” (Plan, 
Art. XI, p. 11). 

Before resuming the discussion of 
the controlling general principle, it is 
also to be observed that the plan sub- 
mitted for our approval by the peti- 
tioner is not, in our opinion, in the 
true sense, a reorganization plan. The 
term reorganization, in the spirit of 
the radical departure from the general 
bankruptcy process introduced by 
§ 77B, brings to our minds such 
thoughts as reconstruction, repair, or 
cure, and in that sense it seems that 
advisory codperation of state regu- 
latory Commissions is necessary to 
the proper functioning of that statute 
when public utility corporations are 
before the court. The office of reor- 
ganization, as we interpret that term, 
isa change to a more satisfactory form 
or method of operation, and not the 
ultimate extinction or liquidation, as 
we view the main purpose of the plan 
itself, to preserve the business of the 
debtor by allowing him to continue in 
possession. Liquidation presumes 
bankruptcy, and distribution of assets 
among creditors, and the final chapter 
of the book. 

Returning now to the main discus- 


sion, it may be well at this point to 
attempt to define as briefly as possible 
the position of this Department in our 
system of state government. As we 
are given to understand, we are in a 
sense an agent of the legislative branch, 
asserting only such powers as are ex- 
pressly delegated. We cannot put 
forth or claim to exercise inherent or 
implied powers in the sense that courts 
sometimes do as essential to the prop- 
er functioning of the judicial branch 
of the government. No authority is 
entrusted to the Department to legis- 
late by formulating broad principles 
of public policy in the absence of spe- 
cific authority. If we believe that the 
law requires change, ample provision 
is made for recommendations and re- 
port to the legislature. Rarely in our 
experience do we find that matters 
presented to us do not come within the 
plain language of some definite legis- 
lation applying to the jurisdiction of 
the Department. Instances indicating 
the intention of the legislature to with- 
hold the precise power here requested 
to be exercised, may be found in the 
statutes referring to the consolidation 
of railroad companies operating with- 
in the commonwealth (§§ 71 to 74 
inclusive of Chap. 160) wherein such 
consolidations are restrained. The 
power of the Department, it is to be 
seen, is there limited, after public no- 
tice and hearing, to the making of a 
report of its findings to the general 
court, leaving for the legislature the 
making of the final decision. The au- 
thority vested in the Department to 
permit the mortgaging and leasing of 
the railroad is not inconsistent with 
the general thought, because continued 
public use of the property used by the 
public is unbroken, and if the Depart- 
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ment wisely exercises its judgment to 
permit the mortgaging and leasing of 
property devoted to public use, the in- 
terruption in such use is wholly unex- 
pected and perhaps unavoidable. 

As a general principle of law, the 
power to alienate property of a public 
service corporation, such as a rail- 
road organized under a charter of the 
commonwealth, is not that of the ordi- 
nary corporation organized solely for 
trading and manufacturing purposes. 
The public and legislature have an in- 
terest in the property of a public serv- 
ice corporation. The classic state- 
ment of the legal status of railroad 
property, frequently referred to, is to 
be found in the language of Chief 
Justice Shaw in Worcester v. Western 
R. Corp. (1842) 4 Mete (45 Mass) 
564, 566: “It is true that the real 
and personal property, necessary to the 


establishment and management of the 
railroad, is vested in the corporation; 


but it ts in trust for the public. The 
company has not the general power of 
disposal incident to the absolute right 
of property, and they are obliged to 
use it in a particular manner, and for 
the accomplishment of a well-defined 
public object ; and they are required to 
render frequent accounts of their 
management of this property, to the 
agents of the public; and they are 
bound ultimately to surrender it to 
the public at a price and upon terms 
established.” 

The latter part of the quoted state- 
ment has been brought forward from 
the early railroad charters and is in- 
corporated in §§ 6 and 7 of said Chap. 
160 of the General Laws (Ter. Ed.), 
to which all railroad charters granted 
by the commonwealth are subject. 
This is the right of the commonwealth, 
31 P.U.R.(N.S.) 


under § 6, at any time, after the ex. 
piration of twenty years from the 
opening of the railroad to purchase of 
it from the corporation, by reimburs. 
ing the amount of capital paid in with 
a net profit of 10 per cent a year, as 
therein provided. The next section, 
§ 7, specifically authorizes the com- 
monwealth to take railroad property 
and franchises by eminent domain, 
Eminent domain is ordinarily exer- 
cised for strictly public purposes, and 
the power of taxation is not allowed 
to be used for the promotion of busi- 
ness enterprise, so that the right re- 
served to the commonwealth under §7 
is also a special right restraining the 
free power of alienation of railroad 
property. Lowell v. Boston (1873) 
111 Mass 454; Opinion of Justices 
(1910) 204 Mass 607, 91 NE 405. 


While it may be said that under 
present economic conditions affecting 
railroads in general the exercise of 
such reserved rights by the common- 
wealth at this day and in the near fu- 
ture are hardly to be realized, never- 
theless the reserved rights exist in the 
commonwealth, whether they do in 
the other states, and it is not for this 
Department to abrogate nor waive such 
reserved rights without specific av- 
thority. 

Among the wealth of judicial ex- 
pression to be found in the books to 
support the general proposition that a 
railroad, and particularly one operat- 
ing under a public charter in Massa- 
chusetts, cannot dispose or divest it 
self of substantially all of its property 
without the consent of the legislature, 
we are content to limit this discussion 
to include the following: 

In Attorney General v. Boston & A. 
R. Co. (1919) 233 Mass 460, 463, 
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124 NE 257, the late Chief Justice 
Rugg, referring to the Boston & Al- 
bany Railroad which was leased to the 
New York Central Railroad Com- 
pany for the term of ninety-nine 
years, the consent of the common- 
wealth being given by statute in 1900, 
Chap. 468, said: “A franchise to be 
a corporation was granted to the de- 
fendant for the purpose of building 
and operating a railroad for the ac- 
commodation of the public. That was 
the dominant aim of its organization. 
It could not, merely of its own voli- 
tion, sell, mortgage, or lease its prop- 
ety or franchise in such a way as to 
deprive itself of the power of accom- 
plishing the ends for which it was 
created. Leasing of its entire 
property was not one of these ends. 
The approval of the commonwealth 
was a prerequisite to the validity of 
the lease of the defendant. . That 
lease, so approved, stripped the de- 
fendant of power to operate its rail- 
road and to perform most of the pub- 
lic services which justified its corpo- 
rate existence.” 


“A public service corporation, by 
accepting the rights and privileges 
conferred by its act of incorporation, 
and by entering into the enjoyment 
of its franchises, undertakes to per- 
form all the public duties required of 
i. Under the circumstances here dis- 
closed, it cannot surrender its fran- 
chise nor disable itself from the per- 
formance of its public functions with- 
out the consent of the legislature.” 
Attorney General ex rel. Corp. Comr. 
v. Haverhill Gas Light Co. (1913) 
215 Mass 394, 400, 101 NE 1061, 
Ann Cas 1914C 1266. The decision 
in that case quotes from Weld v. Gas 
& Electric Light Comrs, (1908) 197 
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Mass 556, 84 NE 101, wherein Chief 
Justice Knowlton, speaking for the 
court, referring to a gas and electric 
light company, said: ‘Without leg- 
islative authority, it cannot sell its 
property and franchise to another par- 
ty in such way as to take away its pow- 
er to perform its public duties.” 

In Re Opinion of Justices, given to 
the general court in 1927 (261 Mass. 
556, 594, 159 NE 70, 76) relating to 
pending bills concerning public con- 
trol of the Boston Elevated Railway 
System and the proposed sale of its 
property and franchises to a new cor- 
poration chartered for the purpose of 
acquiring the same, the justices had 
occasion to make the following obser- 
vation: ‘The Boston Elevated Rail- 
way Company is a public service cor- 
poration. Its chief corporate purpose 
is to afford carriage of passengers for 
hire within parts of Boston and near- 
by cities and towns by means of cars 
moving mainly by electricity on and 
through elevated structures, subways, 
tunnels, and surface street railway 
tracks, and other means adapted to 
that end. Jt cannot sell or alienate its 
rights and property without legislative 
permission. The nature of tts busi- 
ness 1s public.’ And again on page 
597: “It is not within the charter 
powers of the Boston Elevated Rail- 
way Company to sell its franchises, 
property, and privileges at the volition 
of its stockholders as provided in the 
proposed bill.” 

In the protection of the public in- 
terest, the rule goes even beyond di- 
rect conveyances and transfers with- 
out legislative authority, and with 
logical consistency places under the 
ban all contracts and arrangements. 
having a disabling effect upon the: 
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ability of a public railroad to perform 
its public functions. 

A quotation from an English case 
approved in Davis v. Old Colony R. 
Co. (1881) 131 Mass 258, 270, and 
supported by many decisions cited, 
establishes the proposition, “There is 
another principle of equal importance, 
and equally conclusive against the 
validity of this contract, which, if not 
coming exactly within the doctrine of 
ultra vires as we have just discussed 
it, shows very clearly that the railroad 
company was without the power to 
make such a contract. That principle 
is, that where a corporation like a 
railroad company has granted to it by 
charter a franchise intended in large 
measure to be exercised for the pub- 
lic good, the due performance of those 
functions being the consideration of 
the public grant, any contract which 
disables the corporation from per- 
forming those functions, which under- 
takes, without the consent of the state, 
to transfer to others the rights and 
powers conferred by the charter, and 
to relieve the grantees of the burden 
which it imposes, is a violation of the 
contract with the state, and is void as 
against public policy.” 

In Gibbs v. Consolidated Gas Co. 
(1889) 130 US 396, 410, 32 L ed 
979, 9 S Ct 553, an agreement be- 
tween two gas light companies that one 
company should lay no more gas pipes 
or mains for the supply of gas and 
that all future pipes and mains should 
be laid by and remain the property of 
the other company, was held unen- 
forceable: “It is also too well settled 
to admit of doubt that a corporation 
cannot disable itself by contract from 
performing the public duties which it 
has undertaken, and by agreement 


compel itself to make public accom- 
modation or convenience subservient 
to its private interests.” See also 
Thomas v. West Jersey R. Co. (1880) 
101 US 71, 25 L ed 950, and Central 
Transp. Co. v. Pullman’s Palace Car 
Co. (1891) 139 US 24, 35 L ed 55, 
11 S Ct 478, both cited in Weld y. 
Gas & Electric Light Comrs. supra. 
But in the Weld Case, 197 Mass at p. 
560, an arrangement between two 
Massachusetts gas companies to avoid 
duplicating lines in the same streets 
was held to be a detail of administra- 
tion which, under the conditions there 
presented, did not operate adversely to 
the public interest. The court was care- 
ful, however, to remark that,—“We 
are not called upon to determine in 
this case whether such an arrangement 
could be availed of as a justification, 
if, unexpectedly, it should turn out that 
the public interest was injuriously af- 
fected. We do not suggest that a cor- 
poration can relieve itself of the per- 
formance of its duties to the public 
under its franchise, but only that de- 
tails of administration, not inconsist- 
ent with the legislative policy of the 
commonwealth, may be left to the 
corporation, so long as adequate pro- 
vision is made for the public. We go 
no further than to say that, under 
conditions like the present, the public 
has no grievance which the court 
would recognize.” 


Nor is the fact that the franchise 
of the petitioner road is withheld from 
the transfer of legal consequence. The 
prohibition of law is not limited to 
franchises only. Any alienation of 
substantially all property, real and 
personal, so as to disable a railroad 
from carrying on the business which 
it has been chartered to do for the 
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benefit of the public is equally as ef- 
fective. And it makes no difference 
whether the transfer is absolute or 
conditional or to take effect immedi- 
ately or at some future time. See 
Richardson v. Sibley (1865) 11 Allen 
(93 Mass) 65, 71. The statute there 
under construction was regarded as 
declaratory of the general rule appli- 
cable to all railroads, rather than to 
make a specific exception to a particu- 
lar company. 

In view of the foregoing, how can 
this Department, with due respect for 
the Constitution and law of the com- 
monwealth, which its Commissioners 
are under oath to support, take it up- 
on their responsibility and grant for- 
mal approval to what is proposed by 
the petitioners? 

We cannot close this discussion 
without some reference to the econom- 
ic and social aspects of railroad aban- 
donment cases, which have engaged 
the attention of the Department from 
time to time, and which establish the 
vigilance which the public interest de- 
mands with respect to such cases. 
Perhaps one of the best statements on 
the subject is that of Professor Lock- 
lin of the University of Illinois: 
“Once a railroad is constructed, indus- 
tries locate along its line, communities 
spring up, homes and business estab- 
lishments arise. The subsequent 
abandonment of the railroad works a 
hardship upon the industries estab- 
lished along its line and upon the com- 
munities that have grown up along it. 
Property values decline and losses are 
imposed upon many individuals. It 
is natural, therefore, that the people, 
acting collectively through their gov- 
triment, should endeavor to prevent 
the abandonment of railroad lines. In 
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the words of one writer, “The state is 
morally bound to protect its people 
who have gone out upon these high- 
ways, practically at the invitation of 
the state, and invested in lands and in- 
dustrial enterprises, the values of 
which are dependent upon the contin- 
ued operation of the rail highway,’ 
and it is therefore its ‘political duty to 
protect the people, in so far as it can 
do so, by the maintenance of rights 
to use highways which have been es- 
tablished by governmental authority.’ ” 


In view of the position that we find 
obliged to take, we deem it unneces- 
sary to pass upon the evidence present- 
ed by witnesses, including experts, up- 
on the possibility of future profitable 
operation of the road under certain 
conditions. It is difficult to take a 
position without the most careful 
study and consideration, that a passen- 
ger railroad, only a few miles in 
length, carrying six million passen- 
gers annually, or twenty thousand a 
day, should be abandoned and sacri- 
ficed to the junk pile until every rea- 
sonable possibility has been exhausted. 
There seems to be indication of the 
willingness of patrons to submit to 
increased rates to save the convenience 
of direct transportation to Boston. 
Suggestions were advanced as to sav- 
ings in methods of operation and other 
economies, reductions in taxes, and 
other direct financial assistance and 
cdoperation both from the towns, the 
employees, and the inhabitants. There 
seemed to be a desire from many 
angles to help save the road. It was 
clear to all that the effect of the closing 
of the road would be disastrous to the 
welfare of the community. The fu- 
ture reconsideration of acceptance of 
Chap. 510, in view of the narrow 
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margin rejecting it at the formal town 
meeting, does not appear to be an im- 
possibility, although the further in- 
vestment of public money to the ex- 
tent of $1,500,000 or more required 
to connect the Narrow Gauge with the 
Elevated System, appeared to cause 
doubt in the minds of some as to the 
advisability of such a solution, weigh- 
ing its consequences in exposing the 
town to assume a share in the annual 
deficit of the system. 


[10] We have denied the petition- 
er’s requests for findings of fact. 
General Laws (Ter. Ed.) Chap. 25, 
§ 5, provides for a review of the rul- 
ings of the Department upon ques- 
tions of substantive law properly 
arising in the course of any proceed- 
ings before the Commissioners. The 
statute does not contemplate a review 
of findings of fact. The jurisdiction 


of the supreme judicial court in equity 
in the second paragraph of the same 
section, to review, modify, amend, or 
annul a ruling or order of the Com- 
mission, is restricted “to the extent 
of the unlawfulness of such ruling or 


order.” The general court has not 
provided for any other method of re- 
view. New England Teleph. & Teleg. 
Co. v. Department of Public Utilities, 
262 Mass 137, 141, PUR1928B 396, 
159 NE 743, 56 ALR 784. 

The petitioner presented seventeen 
requests for rulings of law. 

Request numbered 4 we grant. 

Requests numbered 1, 2, 3, and 15 
we deny. 

Requests numbered 5, 6, 7, 8, 9, 10, 
11, 12, 13, 14, 16, and 17 we deny 


as immaterial. 


Concurring Commissioners: Grant, 
Curley, Whouley. 


31 P.U.R.(N.S.) 


Accordingly, after notice, public 
hearings, and consideration, it is 

Ordered, that the petition of the 
Boston, Revere Beach & Lynn Rail- 
road Company filed with the Depart. 
ment on October 3, 1939 (D. P. U. 
5903) be and hereby is dismissed. 

And the Department of Public Util- 
ities does hereby certify its disapproval 
of the debtor’s plan of reorganization 
dated September 8, 1939, referred to 
in the petition of the Boston, Revere 
Beach & Lynn Railroad Company, and 
filed with the Department on October 
3, 1939, as to the public interest there- 
in and the fairness thereof. 


Commissioners participating in the 
decision in D. P. U. 5903 were: 
Grant, Curley, Webber, and Whouley. 


GRANT, Commissioner, concurring: 
Nowhere in the statute law of this 
commonwealth is there a grant of leg- 
islative authority giving this Depart- 
ment power to approve a total aban- 
donment of operations by any railroad. 
Nor is any such authorization reason- 
ably to be inferred from those stat- 
utes relating to abandonment in part 
of railroad facilities or substantial 
diminution of services. 

The Department of Public Utilities 
is a creature of the legislature. It was 
established to carry into effect certain 
acts of the general court and to per- 
form certain well-defined functions in 
relation thereto which the legislative 
body formerly was accustomed to do 
directly and concerning which it alone 
has inherent power to act. The De- 
partment in this respect is a kind of 
statutory court. Its authority is dis- 
cretionary as well as ministerial. It 
is, however, wholly without power to 
exercise its discretion except with re- 
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lation to such matters as have been 
committed to its wisdom in clear and 
unambiguous terms. 

If the general court intended to dele- 
gate to the Department of Public Util- 
ities the untrammeled power to con- 
sent to a total abandonment of service 
by an intrastate railroad it is a proper 
assumption that such intent would have 
found expression in words. No rail- 
road may lay its tracks or operate its 
trains in Massachusetts without first 
having obtained from the legislature 
a franchise. Such franchise confers 
upon the holder certain rights and 
privileges not common to or enjoyed 
by a private business corporation, in- 
cluding the right to take property re- 
quired for railroad purposes by em- 
inent domain. Such a franchise like- 
wise imposes upon the holder certain 
duties, such as the duty to provide 
adequate service and accommodations 
Certain statutory 


for public travel. 
remedies are available to the people of 
the commonwealth in the event of fail- 
ure by a railroad to observe the con- 


ditions of its charter. Circumstances 
may arise involving acts or omissions 
by the carrier of a nature so grave as 
to compel a forfeiture. The legislat- 
ing body, during one hundred and 
forty years of utility regulation, have 
been at considerable pains to provide 
for all predictable contingencies. They 
have not, as yet, seen fit to vest in this 
departmental agency the power to 
acquiesce in the voluntary dissolution 
of a railroad company authorized to 
carry passengers or property for hire. 

A railroad may cease operations be- 
cause of inability to carry on its busi- 
ness except at a loss but its right so 
to do and to resist compulsion by the 
legislative branch of the government 


seeking a continuance of operations is 
based upon constitutional guaranties 
and not upon any general or special 
laws. It cannot be required to con- 
tinue if such continuance would 
amount to confiscation of its property 
by reason of its failure to earn a fair 
return thereon. 

When a railroad goes out of busi- 
ness of its own volition it then becomes 
the duty of the state to terminate its 
corporate existence and, in the public 
interest, to provide, if possible, a sub- 
stitute service. But until the railroad 
itself has raised the issue by failure 
to function there is nothing that may 
be done upon the representation of 
the commonwealth except by that body 
from which the carrier received its 
corporate powers and operating rights 
—the general court itself. 

There have been instances in the 
recent past of abandonments of com- 
mon carrier routes by motor bus com- 
panies, to require the continued opera- 
tion of which petitions were filed with 
this Department. Under the provi- 
sions of § 7 of Chap. 159A of the Gen- 
eral Laws (Ter. Ed), the only power 
residing in this Department to proceed 
against the carrier is the power to re- 
voke and cancel the certificate of pub- 
lic convenience and necessity issued to 
the bus company for the route in ques- 
tion, a result anticipated and precisely 
desired by the company. Such a pow- 
er is effective only in cases in which 
this type of operator does not desire 
to relinquish its entire franchise but 
proposes merely to curtail or change 
the service. 

It is clear that the jurisdiction of 
the Department over partial abandon- 
ments or substantial diminution of 
service by a rail carrier, as appears by 
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General Laws (Ter. Ed.) Chap. 160, 
§ 128; Chap. 159, §§ 10 to 25, inclu- 
sive, and by Chap. 243 of the Acts of 
1938, inserting in said Chap. 159 a 
new section, 16A; cannot be extended 
by implication to confer jurisdiction 
over total abandonments. It is not 
disputed that the Department is with- 
out authority to require continued op- 
erations by an entire railroad system 
if the company operating such a sys- 
tem refuses any longer to run any 
trains. Its right to quit is unques- 
tioned. By what manner of interpre- 
tation, then, can there be a finding that 
the Department is empowered to give 
legislative consent to a complete aban- 
donment of the railroad’s facilities? 
If we have no power to deny a con- 
stitutional right how may we consent, 
having in mind that this question, al- 
though undoubtedly considered, was 
left unanswered by the lawmakers of 
our state? And when it is pointed out 
that the only disciplinary power pos- 
sessed by the commonwealth over rail- 
road companies is the right to revoke 
a franchise for breach of condition, 
the absence of any statutory provision 
for action by this Department upon a 
petition for total abandonment is per- 
haps not beyond understanding. What 
consequence attaches to a petition for 
approval where no approval is neces- 
sary? 

It is, however, of some importance 
to consider the effect of such approval 
in the case of the Boston, Revere Beach 
& Lynn Railroad Company in view of 
the company’s position as a petitioner 
for reorganization under § 77B of the 
National Bankruptcy laws. 

When the company’s petition was 
filed on July 13, 1937, there was no 
abandonment in contemplation. It was 


. presumed that the company, in good 


faith, intended, by availing itself of 
the provisions of § 77B, to avoid bank. 
ruptcy and to carry on operations un- 
der a plan that would enable it to 
remain solvent. The first plan pre- 
sented to the United States district 
court for the district of Massachu- 
setts at Boston was submitted on Sep- 
tember 8th of the present year. This 
plan does not contemplate continued 
rail operations but provides for a total 
cessation of service and, in the words 
of the petitioner’s brief on file with 
this Department, for a “slow, orderly, 
and beneficial liquidation” of the as- 
sets of the railroad through two 
liquidating trusts formed for the pur- 
pose of acquiring and disposing of all 
of the petitioner’s mortgaged proper- 
ties. 

The plan of reorganization comes 
before us by order of the Federal court 
upon the request of the petitioner. It 
presents a different question from that 
raised by the petition for consent to 
the proposed abandonment. So far as 
our power and duty to act is con- 
cerned there is no lack of jurisdiction 
as it is provided in Par. e (2) of 
§ 77B (11 USCA § 207 (e) (2)) 
that the reorganization plan of an in- 
trastate public utility corporation shall 
not be approved “if the regulatory 
Commission of such state having ju- 
risdiction over such public utility cer- 
tifies that the public interest is af- 
fected by such plan, unless said regu- 
latory Commission shall first approve 
of said plan as to the public interest 
therein and the fairness thereof.” 

There can be no doubt that the pub- 
lic interest is affected strongly by any 
plan which purposes to close down the 
operations of a railroad which pres- 
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ently carries six million passengers a 
year. These passengers, mainly per- 
sons commuting between Lynn and 
Boston and between Winthrop and 
Boston, will have to find other means 
of transportation. Steps in the direc- 
tion of assisting them so to do have 
been undertaken by his excellency 
the governor and by the general court, 
culminating in the enactment of Chap. 
510 of the Acts of 1939. This act 
provides in part for acquisition by the 
Boston Elevated Railway Company of 
certain property of the petitioner in 
East Boston and Winthrop and the op- 
eration of a railway service. To be- 
come effective it must be approved, 
among others, by the citizens of the 
town of Winthrop. Thus far the lat- 
ter have failed to act affirmatively in 
the premises and have indicated to us 
that they will not do so until it is def- 
initely determined that the petitioner’s 
railroad is to cease operations. - It is 
obvious that some action must be tak- 
en in the near future to ensure con- 
tinued transportation for those now 
riding upon the Boston, Revere Beach 
& Lynn Railroad to whom no other 
commuting service will be available in 
the event of failure by the Narrow 
Gauge. 

It is difficult to perceive wherein the 
public interest will be served by ap- 
proval of the proposed reorganization 
plan. That the riding public will be 
affected injuriously by a total abandon- 
ment of service must be conceded. But 
whether the railroad is declared bank- 
tupt and the bondholders institute 
foreclosure proceedings or a reorgan- 
ization of the kind here proposed is 
permitted by order of the court makes 
very little differerice to the public. 
Their plight will not be helped one iota 
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if the company is permitted to &... up 
its liquidating trusts and to dispose of 
its property in that manner. The only 
ones who will be affected beneficially 
will be the holders of mortgage bonds 
who will exchange their securities for 
new “participation certificates” good 
for a proportional share of the pro- 
ceeds of the suggested “slow, orderly, 
and beneficial liquidation” which the 
petitioner states is the best thing for 
all concerned. 

At the bottom of page 13 of the 
petitioner’s brief it is stated: “The 
plan provides for the transfer to a 
liquidating trust of all the property 
of the railroad used or useful for rail- 
road purposes, the ‘right of way’ and 
the cash now in the hands of the mort- 
gage trustee. This transfer permits 
the property used or useful for rail- 
road purposes to be held as a unit for 
the period of time necessary to insure 
its slow, orderly, and beneficial liquida- 
tion. As a result, for a substantial 
period, all the property used or useful 
for railroad purposes would be avail- 
able for purchase by any new or exist- 
ing transportation system which might 
desire to take it over.” ; 

This line of reasoning, it seems to 
me, is defective if the purpose of the 
petitioner is to establish that its re- 
organization plan is drawn as well in 
the interest of the traveling public as 
for the benefit of the mortgagees. If 
the provisions of Chap. 510 of the 
Acts of 1939, relating to acquisition 
by the Boston Elevated Railway Com- 
pany of the railroad’s property in East 
Boston and Winthrop, are accepted 
and the Elevated undertakes to rebuild 
it as a standard-gauge railway and to 
operate it as a part of the Elevated 
System, it is extremely remote to spec- 
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ulate upon the possible market value 
of the remainder of the petitioner’s 
property for transportation purposes. 

It is not reasonable to suppose that 
even if there existed a possibility of 
purchase and operation by other inter- 
ests as a going concern of the whole 
or a part of the petitioner’s railroad 
property, the commonwealth would 
permit the people who now depend 
upon the Narrow Gauge for service to 
be without transportation facilities un- 
til the reorganized company could find 
a purchaser willing and able to operate 
the road. It is likewise unreasonable 
to suppose that if certificates of pub- 
lic convenience and necessity are is- 
sued to responsible operators for a 
substituted motor coach service in 
place of the rail service now operated, 
the commonwealth could equitably re- 
voke said certificates and banish said 
operators from this territory merely 
upon receipt of information that the 
Boston, Revere Beach & Lynn, under 
new management or ownership, was 
ready to run again. 


There is no question in my mind but 
that the petitioner’s railroad is not in 
a condition that will permit further 
operation without the expenditure of 
considerable money for necessary re- 
pairs. A substantial amount is neces- 
sary to meet tort claims filed against 
the company since July 13, 1937. The 
wage question is another serious com- 
plication. In the words of Professor 
William J. Cunningham, while tes- 
tifying in behalf of the petitioner, “the 
railroad is dying on its feet.” 

This being so it is only a question 
of time—perhaps a mere matter of 
days or weeks—when the railroad will 
come to a stop. Nothing we can do 
will prevent it. But, on the other 
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hand, nothing we may do to facilitate 
the proposed plan of reorganization 
will be of the slightest help to any 
Narrow Gauge passenger in securing 
transportation to and from his home 
or place of employment. And therein 
lies and ought to reside our sole con- 
cern as we are the guardians of the 
public interest. The plan to reorganize 
the railroad for liquidation purposes is 
an excellent one for protecting the se- 
curity of the mortgagees but the only 
function we are called upon to exercise 
under paragraph e (2) of § 77B of 
the Bankruptcy Law is that of decid- 
ing whether or not the public interest 
is affected by the plan and, if it is, of 
approving or disapproving the said 
plan “as to the public interest therein 
and the fairness thereof.” 

I find it impossible to agree with the 
contention of the petitioner that this 
plan ought to be approved in the pub- 
lic interest. I am of opinion that it 
has nothing whatever to do with the 
public interest. The petition before 
us is in the nature of a suggestion that 
the Department of Public Utilities lend 
itself to the consummation of a paper 
transaction the purpose of which is to 
effect a somewhat larger realization 
than presently anticipated, upon the 


assets of a public utility corporation 


which is upon the threshhold of dis- 
solution. Adjudication of matters of 
this kind properly is a function of the 
United States courts, upon which de- 
volves the duty of conserving and dis- 
tributing the assets of a bankrupt 
debtor. In my opinion, we are upon 
tenable ground in finding that the pe- 
titioner’s reorganization plan is not in 
the public interest and, for that reason, 
in withholding our approval. 

Even if it were possible to-assume 
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that such a plan might beneficially af- 
fect the public interest by making 
available for public use at some future 
date the property of the petitioner, it 
is our duty to disapprove any plan 
which contemplates no continuation of 
service but sets up a trust to secure to 
the bondholders a value upon their 
mortgage security in excess of its fair 
market value at the time when the 
abandonment of service takes place. 


If there is any conceivable public use 
for the property of this railroad the 
public ought to be permitted to acquire 
it at the lowest possible price. It 
ought not to be withheld indefinitely 
for the benefit of those who acquired 
a substantial part of it through exer- 
cise of the power of eminent domain, 
whose interests are peculiar to them- 
selves and not those of the community 
as a whole. 





UNITED STATES DISTRICT COURT, D. MONTANA 


Great Northern Railway Company 


Raymond T. Nagle, Attorney General et al. 


[No. 3010.] 
(28 F Supp 812.) 


Service, § 22 — Jurisdiction of state — Railroads —Constitutional law. 
The state can require railroads to furnish reasonable and adequate train 
facilities to serve not only the local necessities but also the local convenience 
and may require additional service in a proper case, but the property of 
such carriers is entitled to full protection and cannot be taken without just 
compensation or due process of law. 


[August 28, 1939.] 


~ to enjoin enforcement of orders of the Commission re- 
quiring railroad to continue train service; denied. 


APPEARANCES: Weir, Clift, Glov- 
er & Bennett, of Helena, Mont., for 
plaintiff; A. H. Angstman, of Helena, 
Mont., C. E. Baker and J. E. McKen- 
na, both of Lewistown, Mont., H. O. 
Vralsted, of Stanford, Mont., and 
Harrison J. Freebourn and John W. 
Bonner, both of Helena, Mont., for 
defendants, 
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Before Haney, Circuit Judge, and 
Pray and Webster, District Judges. 


Pray, D. J.: Since the former 
opinion of the court was filed on Oc- 
tober 1, 1936, 16 F Supp 532, 537, 
in the above cause, a master pro hac 
vice was appointed to hear and exam- 
ine witnesses and record or cause to be 
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recorded the testimony and evidence, 
and make report to the court. The re- 
port has been filed and briefs submit- 
ted by counsel for the respective par- 
ties. After the former hearing it 
seemed necessary to present further 
evidence in respect to train service at 
Lewistown and Sweet Grass, and in 
that connection the court said: “In 
the present state of doubt on this 
phase of the case the court does not 
feel justified in granting the applica- 
tion for injunction, requiring a dis- 
continuance of the Sweet Grass and 
Lewistown trains.” But the court at 
the same time held that conditions 
were different in regard to passenger 
service between Great Falls and Butte 
and that from the showing made by 
plaintiff it did not appear that public 
necessity or convenience required the 
continuance of the service furnished 
by the two trains in question, Nos. 237 
and 238, between these two cities, and 
that under the proof it was deemed 
unreasonable to order otherwise. 
From a consideration of the report, 
transcript, and exhibits filed by the 
master, the court is still of the opinion 
that these two trains, 237 and 238, 
should be discontinued, and that a final 
order should be entered to that effect ; 
and furthermore, from a consideration 
of the evidence from the same source, 
it seems to the court that the continued 
operation of the passenger trains in 
question between Great Falls and 
Lewistown and between Shelby and 
Sweet Grass is not only a convenience 
to the public but also a_ necessity. 
Several places, as shown by the evi- 
dence, are served by the trains and not 
by the busses and trucks. Even where 
the towns are served, or partly served, 
by the last two means of transporta- 
31 P.U.R.(N.S.) 
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tion, the service does not appear to be 
adequate or altogether dependable 
Winter weather conditions have to be 
taken into account when sole reliance 
is placed upon highway transportation 
by the residents of the several com. 
munities. The suggestion of counsel 
that if the trains were discontinued 
residents of towns and communities 
off the truck and bus lines might fur- 
nish their own means of transportation 
to offset the loss of train service does 
not appeal to the court as a very strong 
defensive answer under present condi- 
tions. 

Great loss is claimed by plaintiff in 
maintaining a service the public does 
not use, resulting in an unreasonable 
burden on interstate commerce. Some 
of the witnesses for defendants assert 
that this loss is considerably exagger- 
ated. However, it is apparent to the 
court that there is a substantial loss 
in maintaining this service. No doubt 
the state can require the carriers to 
furnish reasonable and adequate fa- 
cilities to serve not only the local ne- 
cessities but the local convenience, and 
may require additional service in a 
proper case, but on the other hand 
the property of the railway is entitled 
to full protection and cannot be taken 
without just compensation or without 
due process of law. Taking into ac- 
count the population of the towns 
and adjacent communities, and the pur- 
suits of the residents thereof, and the 
amount of travel and volume of busi- 
ness generally, is the court prepared 
to say that there would be adequate 
service if these trains were removed? 
Is not the service now in use not only 
convenient but necessary, and from a 
fair consideration of the testimony 
does it not appear quite conclusively 
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that the public, or that part of the pub- 
lic interested in the territory involved, 
is urgently demanding the continuance 
of these trains? 

No such argument has been pre- 
sented for the continuance of trains 
237 and 238; the court is unanimous- 
ly of the opinion that the action of the 
Board was unreasonable in that re- 
spect. But a different conclusion 
seems inevitable in regard to the other 
trains, and it does not appear neces- 
sary to discuss at greater length the 
questions presented at this time since 


they are substantially the same as 
those considered in a former opinion. 

Consequently, the court being now 
duly advised and good cause appear- 
ing therefor, the application for in- 
junctive relief as prayed for in plain- 
tiff’s complaint in respect to the trains 
Nos. 239 and 240, and 41 and 42 (now 
42 and 43) will be denied. Counsel 
may submit brief findings of ultimate 
facts in accordance with the views 
herein expressed. Each side to pay its 
own costs. 


All concur. 





PENNSYLVANIA SUPERIOR COURT 


Solar Electric Company 


Vv. 


Pennsylvania Public Utility Commission etal. 


(No. 347.) 


J. B. Stewart et al. 


Vv. 


Pennsylvania Public Utility Commission etal. 


. (— Pa Super Ct —, 9 A(2d) 447.) 


Return, § 9 — Fair value basis. 


1. The Commission is authorized by statute to find the fair value of 
utility property for rate-making purposes, p. 283. 

Valuation, § 208 — Emergency plant — Reproduction cost. 
2. A power plant used as a standby when current is bought should be in- 
cluded in reproduction cost of utility, property for rate-making purposes 
at a figure representative of its value as an emergency, standby, or reserve 


plant, p. 286. 
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Valuation, § 36 — Rate base — Original cost as measure. 
3. A Commission order fixing a rate base of a public utility based solely 
upon the finding of original cost of fixed capital, without giving any con- 
sideration whatever to the reproduction cost of the property in ascertain. 
ing its present fair value, constitutes an error of law, p. 288. 


Valuation, § 40 — Rate base — Essential elements — Reproduction cost. 
4. The cost of reproducing utility property is not only a relevant but also 
an essential element in the ascertainment of its fair value for rate-making 
purposes, and must be considered even though estimates of reproduction 
cost vary materially from each other, p. 288. 


Valuation, § 5 — Duty of court and Commission — Applicable law. 
5. It is the duty of the court and the Commission, in ascertaining and 
fixing the fair value of utility property for rate-making purposes, to apply 
the law of the land to facts developed of record until that law has been 
changed in a constitutional manner, p. 292. 


Procedure, § 30 — Commission duties — Findings. 
6. The Commission is charged with the statutory duty of making findings 
in sufficient detail to enable the court on appeal to determine the con- 
troverted questions presented by the proceeding, and whether the proper 
weight was given to the evidence, p. 292. 


Appeal and review, § 53 — Grounds for reversal — Orders — Valuation — 
Reproduction cost. 
7. The appellate court must reverse a Commission order fixing the fair 
value of utility property for rate-making purposes, where the Commission 
erroneously gave no weight to the evidence of reproduction cost and made 
no findings relative to that cost, since such order is based upon an error 
of law, p. 292. 


Valuation, § 74 — Original cost determination — Belated entries. 


8. Entries made upon the books of a public utility many years afterwards, 
intended to bring them into relative approximation with the financial con- 
dition of the company, cannot be used as an accurate determination of 
cost such as will form the exclusive basis for fixing the present value of 
the plant, p. 292. 


Valuation, § 67 — Original cost determination — Stock dividends. 


9. The court takes no account of stock dividends in fixing the invest- 
ment in utility property, since they do not increase or diminish the cash 
investment in the plant, p. 292. 


Appeal and review, § 68 — Disposition of valuation case. 


10. The appellate court, using its own independent judgment upon a review 
of the evidence in the record, will fix the fair value of utility property 
used and useful in the public service, where the interested parties have 
asked the court not to increase the record further by returning it to the 
Commission to determine a rate base upon correct principles, although the 
court could do so where the Commission used a faulty and erroneous 
method of valuation, p. 294. 


Appeal and review, § 33 — Scope of review — Independent findings. 


11. The duty of the appellate court to exercise its own independent judg- 
ment as to both law and facts in a rate case is limited to cases where 
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the utility claims that confiscation of its property would result from the 
enforcement of the Commission’s order, p. 294. 


Valuation, § 132 — Overheads — Omissions and contingencies. 
12. Allowances for omissions and contingencies must be considered in esti- 
mating the reproduction cost of a public utility, but in arriving at a proper 
percentage the rate should be applied to the physical property alone, and 
not to intangibles or working capital, p. 295. 


Valuation, § 132 — Overheads — Omissions and contingencies. 
13. A 3 per cent allowance on the physical property of a public utility for 
omissions and contingencies was held to be reasonable in determining the 
fair value of electric property for rate-making purposes, p. 295. 

Valuation, § 143 — Overheads — Preliminary expenses. 
14. A public utility can capitalize preliminary expenses incurred during 
the period between the initiation of an undertaking to furnish public 
service and the time of completion of the plant ready to deliver service, 
when no revenues are forthcoming, p. 296. 


Valuation, § 144 — Overheads — Preliminary expenses. 
15. An allowance of 1.5 per cent for preliminary organization expenses 
was deemed reasonable in estimating the fair value of electric property 
for rate-making purposes, p. 296. 

Valuation, § 134 — Overheads — Preliminary expenses — Engineering. 
16. The Commission deprived a utility of a reasonable return on the fair 
value of its property dedicated to a public use when it failed to consider, 
in fixing the fair value, the claim of the utility for an allowance for engi- 
neering and administration expenses incurred before such property was 
ready for service, p. 296. 

Valuation, § 114 — Cost of financing. 
17. An allowance for cost of financing should be made when reproduction 
cost is considered in determining present fair value of utility property 
for rate-making purposes, p. 297. 

Valuation, § 114 — Cost of financing — Brokerage — Legal fees. 
18. Cost of financing comprehends brokerage fees and costs of issuing 
securities and legal fees involved therein, p. 297. 

Valuation, § 116 — Cost of financing — Discount. 
19. The cost of financing may not include interest or discount paid to 
the purchaser of securities for the use of money, p. 297. 

Valuation, § 320 — Confiscation — Intangibles. 
20. That intangible values allowed above bare physical value of utility 
property are frequently comprehended under different categories must be 
considered before it can be said that there is confiscation in determining 
a rate base, p. 297. 


Valuation, § 114 — Cost of financing — Marketing stock. 
21. The cost of marketing the stock of a public utility is not a matter for 
capitalization as part of the rate base, p. 297. 


Valuation, § 115 — Cost of financing — Brokerage. 
22. That a public utility did not actually pay brokerage fees does not pre- 
vent the inclusion of a fair amount on this account in the cost of financing, 


p. 297. 
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Valuation, § 338 — Capitalization of losses. 
23. Whether or not losses or expenditures are entitled to be capitalized 
for rate-making purposes does not depend entirely upon deficits of opera. 
tion, p. 299. 

Valuation, § 340 — Deficit theory. 
24. That a public utility has been operated at a loss is not sufficient to 
permit such deficits to be added to the rate base, p. 299. 

Valuation, § 343 — Going value — Lag in earnings unproven. 
25. Where there has not been a lag in a utility’s earnings there is no 
reason why there should be any special allowance for going concern value, 
for there has been no loss, p. 299. 

Valuation, § 338 — Going value — Lag in earnings — Evidence. 
26. Testimony based wholly upon theoretical lag in a utility’s earnings 
is insufficient to support a claim for an allowance for going concern value, 
p. 300. 

Valuation, § 343 — Going value — Evidence. 
27. A claim for an allowance for going concern value, when allowed, 
must be supported by evidence of actual lag in the utility’s earnings, 
not necessarily from the books of the utility, p. 300. 

Valuation, § 330 — Going value — Allowances. 
28. The right to any allowance for going value depends upon the facts 
shown in the particular case, p. 300. 

Depreciation, § 26 — Annual allowance — Consistency with accrued depreciation. 
29. Allowances for annual depreciation should be reasonably consistent 
with allowances for accrued depreciation, p. 301. 

Depreciation, § 29 — Annual allowance — Experience. 
30. Information as to the actual experience of a particular utility, when 
available, is of great value in determining the allowance for annual de- 
preciation, p. 301. 

Depreciation, § 23 — Annual allowance — Rights of investors. 
31. Consideration must be given to the interests of the investing public, 
as well as to the consumer, in determining a proper amount to be allowed 
for depreciation, p. 302. 


Depreciation, § 32 — Sinking-fund basis — Rate of interest. 
32. Increment by way of return in the form of interest should be calculated 
on the basis of the highest grade investment, such as Federal, state, or 
municipal securities, if the sinking-fund method is adopted as a basis for 
depreciation allowance, p. 303. 

Depreciation, § 17 — Basis — Overhead items. 
33. Overhead items of administrative and engineering expenses incident 
to construction, and an allowance for omissions and contingencies, are as 
much a part of the physical plant as anything else entering into its con- 
struction, depreciating in value and becoming obsolescent, and should be 
included in the basis for calculating depreciation, p. 303. 


Evidence, § 30 — Record of former hearing — Authenticity. 


34. A report which had been submitted to the Federal Power Commission 
at a former hearing to show affiliation of utilities was properly admissible 
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in a rate proceeding, where such report was identified and where the ones 
who made up the record explained its sources, p. 305. 


Expenses, § 84 — Payments to affiliates — Burden of proof. 
35. A public utility alleging that charges paid to affiliates should be in- 
cluded in its operating expenses has the burden of showing that such ex- 
penses were for services which were reasonable and proper and that 
amounts so paid were not in excess of the reasonable cost of furnishing 
such services, p. 306. 


Expenses, § 84 — Payments to affiliates — Proof. 


36. Charges arising out of the relationships between affiliates should be 
carefully scrutinized, and if there is an absence of data and information 
from which the reasonableness and propriety of the services rendered and 
the reasonable cost of rendering such services by the servicing companies 
can be ascertained by the Commission, allowance is properly refused, p. 
306. 


Expenses, § 92 — Rate case expenses — Amortization. 
37. Rate case expenses should be amortized over a reasonable period, p. 
311. 

Expenses, § 91 — Rate case expenses. 


38. A public utility whose lawful rates in effect are attacked should be 
allowed expenses incurred in presenting its side of the case in a proceeding 
by a Commission to determine the reasonableness thereof even though the 
Commission finds them to be excessive, p. 311. 


Expenses, § 9 — Duty of Commission, 


39. The Commission, in rate making, must determine what the fair and 
reasonable expenses of operating a public utility would be, and, in so 
determining, modern business realities should not be ignored, p. 313. 


Return, § 22 — Means of determining. 


40. The rate of return should vary according to the circumstances of each 
case and be determined from the evidence adduced, like any other fact, p. 


315. 


Return, § 20 — Reasonableness — Factors considered. 


41. The rate of return should be adequate under efficient and economical 
management to pay all expenses of operation, provide for depreciation, 
payment of interest and reasonable dividends, and for a reasonable amount 
to be applied to a surplus account, p. 316. 


Return, § 87 — Electric utility. 


42. Six per cent is a fair return for an established electric company in 
usual and ordinary circumstances, with its existence assured and operating 
under favorable circumstances, p. 316. 


Rates, § 339 — Electric — Classes of service. 
43. An electric company can, in the absence of any proof of unfairness, 
establish different schedules of rates for electric service for domestic, com- 
mercial, and industrial uses, p. 317. 
[November 15, 1939.] 
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_— from Commission order requiring electric company 
to modify its rate schedule; order reversed in part and 
appeal by complainants dismissed. See Commission decisions, 
20 PUR(NS) 398; 24 PUR(NS) 337; 26 PUR(NS) 365. 


Argued before Keller, P. J., and 
Cunningham, Baldrige, Stadtfeld, 
Parker, Rhodes, and Hirt, JJ. 


APPEARANCES: David I. McCa- 
hill, of Pittsburgh, Raymond E. 
Brown, of Brookville, and Edward F. 
Huber, of New York city, for appel- 
lant Solar Electric Co.; W. N. Conrad 
and Lavelle A. Wilson, both of Brook- 
ville, for appellant Stewart; Herbert 
S. Levy, Assistant Counsel, of Lan- 
caster, Samuel Graff Miller, Assistant 
Counsel, of Harrisburg, and Harry 
M. Showalter, Counsel, of Lewisburg, 
for appellee Pennsylvania Public Util- 
ity Commission; W. N. Conrad and 
Lavelle A. Wilson, both of Brook- 
ville, for interveners borough of 
Brookville and others. 


Per CurtaM: The magnitude of 
the record in these appeals—nearly ten 
thousand printed pages—is out of all 
proportion to the size of the utility 
involved or the field of its operations ; 
and those responsbile for its unneces- 
sary expansion should be visited with 
a share of its cost. Where, as in the 
Scranton-Spring Brook Water Serv- 
ice Company Cases (Scranton-Spring 
Brook Water Service Co. v. Public 
Service Commission (1935) 105 Pa 
Super Ct 203, PUR1932C 471, 160 
Atl 230, and Id., 119 Pa Super Ct 117, 


14 PUR(NS) 73, 181 Atl 77), the 
territory involved covered a large sec- 
tion of two counties, embracing two 
large cities and many other good sized 
cities and boroughs, and the valuation 
of the water system amounted to 
scores of millions of dollars, there 
might be some reason for a record of 
this size, but an electric light plant in 
a borough of less than 5,000 inhabit- 
ants, and with fewer than 1,700 cus- 
tomers, valued at from $100,000 to 
$250,000, furnishes no excuse for it. 

This is a rate case. It was com- 
plicated, and to some extent delayed, 


by proceedings for the acquisition of 
the plant, (1) by a larger company’ 
and (2) by the borough of Brook- 


ville? It began on August 13, 1929, 
with the filing of a complaint by J. B. 
Stewart et al., alleging that the rates 
charged by Solar Electric Company, 
hereinafter called Solar, or respondent, 
were excessive and unreasonable, and 
praying for the reduction of the com- 
pany’s rates so as to return not more 
than 7 per cent upon the fair and rea- 
sonable value for rate-making pur- 
poses of its property used for the con- 
venience of the public. This was en- 
tered to Complaint Docket, No. 8126. 
At the time this complaint was filed 
there was pending before the Com- 
mission an application for the sale of 





1 Penn Pub. Service Corp. v. Public Service 
‘Commission (1926) 88 Pa Super Ct 369; 
Brookville v. Public Service Commission, 102 
Pa Super Ct 503, PUR1931E 157, 157 Atl 513, 
affirmed (1932) 307 Pa 194, PUR1933A 80, 
160 Atl 856. 


31 P.U.R.(N.S.) 


2 Solar Electric Co. v. Public Service Com- 
mission (1926) 88 Pa Super Ct 495; Solar 
Electric Co. v. Brookville (1927) 290 Pa 156, 
138 Atl 845, and Id. 290 Pa 372, 138 Atl 
914; Solar Electric Co. v. Brookville (1930) 
300 Pa 21, 150 Atl 92. 
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all the property and franchises of Solar 
to Penn Public Service Corporation, 
or its successor, Pennsylvania Electric 
Company, hereinafter called Pennsyl- 
vania Electric. Some time later the 
borough of Brookville was permitted 
to intervene as a party complainant. 
As the complaint affected rates that 
had been in force without objection 
for a long period of time the burden 
was on the complainants to sustain 
their complaint. An answer was duly 
filed by Solar, but a hearing of the 
matter was delayed pending a decision 
of the question whether the Commis- 
sion should act upon the application 
for approval of the sale of all the prop- 
etty and franchises of Solar to Penn- 
sylvania Electric before hearing the 
complaint. This court decided in 
Brookville v. Public Service Commis- 
sion, 102 Pa Super Ct 503, PUR 
1931E 157, 157 Atl 513, affirmed 
(1932) 307 Pa 194, PUR1933A 80, 
160 Atl 856, that the fair value of the 
property should be determined and the 
rate case be disposed of before passing 
on the approval of the sale. 
Accordingly hearings on the rate 
case were begun on September 30, 
1931. An inventory and appraisal 
made by the J. N. Chester Engineers, 
as of August 31, 1931, was introduced 
by the complainants. Two separate 
appraisals showing the reproduction 
cost, (1) new and (2) depreciated, of 
respondent’s property were introduced 
by the respondent, one made by E. D. 
Dreyfus and the other by Maurice R. 
Scharff, both qualified engineers, 
based on an inventory made by Mr. 
Dreyfus and checked by Mr. Scharff. 
The Chester inventory differed in ma- 
terial respects from that used by 
Dreyfus and Scharff and omitted some 
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essential items of property contained 
in the latter. The engineer who testi- 
fied for the complainants in support 
of the Chester Engineers appraisal 
was Daniel E. Davis, so in referring 
to that appraisal we shall distinguish 
it as the Davis appraisal or valuation. 

Under date of April 14, 1936, the 
Commission entered an interim order 
requiring the parties to bring down 
their inventories and appraisals, sub- 
mitted as of August 31, 1931, to De- 
cember 31, 1935. These were sub- 
mitted at hearings held on August 18 
and 19, 1936. 

On June 1, 1937, the Public Service 
Company Law was superseded by the 
Public Utility Law, approved May 28, 
1937, P.L. 1053, 66 PS § 1101 et seq. 
On June 8, 1937, the Public Utility 
Commission, of its own motion, in- 
stituted an inquiry and investigation 
of Solar’s rates, to Complaint Docket, 
No. 11404, which was, later, on mo- 
tion of the attorney for the Commis- 
sion consolidated with the prior com- 
plaint, No. 8126. Section 312 of the 
Public Utility Law, 66 PS § 1152, 
provides that in any proceeding upon 
the motion of the Commission, involv- 
ing any proposed or existing rate of 
any public utility, the burden of proof 
to show the rate involved is just and 
reasonable shall be upon the public 
utility. We are of opinion that this 
change in the law applied to the con- 
solidated complaint in these cases. 

At the same time, the new Commis- 
sion directed the complainants and re- 
spondent to bring down the data. re- 
lating to the inventories and appraisals 
of respondent’s property, from De- 
cember 31, 1935 to June 1, 1937. This 
was done by respondent and placed in 
the record at a hearing held on June 
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30, 1937. The inventory and ap- 
praisal furnished by complainants was 
not brought down to June 1, 1937, 
but was trended to a date as of May 
31, 1937, and placed in the record at 
a hearing held on October 29, 1937. 
This did not include additions to the 
inventory since August 31, 1931, of 
the net value of $11,825. 

Before the taking of testimony was 
concluded, the Commission, under date 
of October 5, 1937 (20 PUR(NS) 
398) acting under the authority given 
it in § 310 of the Public Utility Law, 
66 PS § 1150, fixed a tentative fair 
value of respondent’s property at 
$200,000, and entered the following 
order: “It is ordered: That tempo- 
rary rates be and the same are hereby 
imposed under § 310 of the Public 
Utility Law and that Solar Electric 
Company, respondent, file with the 
Commission on or before October 15, 
1937, a new tariff, to become effective 
upon one day’s notice, which shall ef- 
fect a reduction in its gross operating 
revenues of not less than $11,300 per 
annum.” 


A review of the interim report, 
which is found in the Record, Vol. 1, 
pp. 33a to 51a, shows a careful con- 
sideration by the Commission of the 
evidence then in the record, including 
not only the book value assigned to 
fixed capital, as disclosed by the books 
of the company, but also the reproduc- 
tion cost of the property and the ac- 
crued depreciation, and this brought 
it within the constitutional require- 
ments necessary for such a temporary 
rate order, as laid down by Mr. Justice 
Reed, speaking for the Supreme Court 
of the United States, in Driscoll v. 
Edison Light & P. Co. 307 US 104, 
83 L ed 1134, 28 PUR(NS) 65, 59 
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S Ct 715, filed April 17, 1939, which 
we shall refer to, at more length, fur- 
ther on. 

Testimony before the Commission 
was concluded on October 29, 1937. 
On July 5, 1938 (24 PUR(NS) 337) 
the Commission filed its report and 
order nisi. In this report, the Com- 
mission wholly disregarded the evi- 
dence as to reproduction cost new of 
the utility’s property used and useful 
in the public service, less depreciation, 
although, by its order and the order 
of its predecessor, the utility had twice 
been required to bring down its esti- 
mates and appraisals of such repro- 
duction cost and depreciation, first, 
from August 31, 1931, to December 
31, 1935, and, second, to June 1, 1937; 
and also irrespective of the fact that, 
in entering its interim order of Oc- 
tober 5, 1937, supra, the Commission 
had used and relied upon, to some ex- 
tent, the estimates and appraisals of 
reproduction cost thus brought down 
to present values ; and, instead, it stat- 
ed, 24 PUR(NS) at p. 362, that: “It 
is the opinion of the Commission that 
the original cost of existing property, 
prudently invested, used and useful in 
utility enterprise, without any deduc- 
tion for accrued depreciation, repre- 
sents the money which has been in- 
vested and should, therefore, consti- 
tute a proper rate base.” This it 
fixed at $143,765.57 and, with an 
allowance of $8,836 for working cap- 
ital and supplies on hand, it fixed the 
rate base at $152,601.57 on which 
it allowed an annual return of 6 per 
cent, or $9,156. It also determined 
that the total annual net revenue 
to which Solar was entitled was $72,- 
535, made up of $9,156 aforesaid, 
plus operating expenses, $54,539, an- 
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nual depreciation, $2,297, and taxes, 
$6,543. It found that the operating 
revenue for the year 1936 and five 
months ended May 31, 1937, was 
$139,655.71 or $8,215.04 per month; 
that on this basis the operating reve- 
nue for a 12-month period would be 
$98,580, which exceeded the allowable 
net revenue of $72,535, by $26,045, 
and it directed the respondent, Solar, 
further to modify its rates by an an- 
nual reduction of $14,745 in addition 
to the reduction of $11,300 provided 
for in its interim order of October 5, 
1937, fixing temporary rates, and or- 
dered it to file, post, and publish a new 
tariff covering rates for electric serv- 
ice “consisting of a single schedule of 
block meter rates, applicable to all 
classes of customers, except street 
lighting’ —instead of the company’s 
division into domestic, commercial and 
power schedules—which was designed 
to produce the allowable annual net 
revenue of $72,535. Exceptions to 
this order were filed by both the re- 
spondent and the complainants. Ex- 
cept for slight modifications, not neces- 
sary to be recited, these were dismissed 
on November 1, 1938 and a final order 
as above set forth entered (26 PUR 
(NS) 365). Appeals were filed by 
both respondent and complainants. 


Fair Value 


[1] A careful reading of the Com- 
mission’s otder of July 5, 1938, supra, 
fails to disclose to us any finding or 
determination by the Commission that 
the rate base fixed by it, inclusive of 
working capital, $8,836, at $152,- 
601.57 was the fair value of the re- 
spondent utility’s property, used and 
useful in the public service; and, in 
view of the use of the term “fair 
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value” in the order of October 5, 1937, 
supra, and its definite exclusion from 
the order of July 5, 1938, supra, we 
deem this omission not an oversight, 
but an attempt on the part of the Com- 
mission to avoid the rulings of the 
courts that the fair value used as the 
rate base must be the present fair 
value, that is, the fair value at ap- 
proximately the time of the determina- 
tion. As stated by the present chief 
justice in Shirk v. Lancaster (1933) 
313 Pa 158, 171, 169 Atl 557, 563, 90 
ALR 688, where the rates charged 
for water by a municipality were un- 
der consideration, “If this were a 
private water company and a sum suf- 
ficient had been found to cover operat- 
ing expenses and contingencies, there 
would be allowed in addition a fair 
return on the present value of the prop- 
erty.” (Italics supplied.) See, also, 
San Diego Land & Town Co. v. Na- 
tional City (1899) 174 US 739, 757, 
43 Led 1154, 19 S Ct 804, 811, where 
the equivalent expression is used, “the 
reasonable value of the property at the 
time it 1s being used for the public’ ; 
and Los Angeles Gas & E. Corp. v. 
California R. Commission, 289 US 
287, 305-308, 77 L ed 1180, PUR 
1933C 229, 53 S Ct 637, where the 
latter expression is used interchange- 
ably with “present value”; and cases 
of the United States Supreme Court 
cited in Bangor Water Co. v. Public 
Service Commission (1923) 82 Pa 
Super Ct 48, at p. 55. 

Fair value is the thing which this 
Commission and its predecessor were 
authorized by the legislature to as- 
certain. By § 20 of Art. V of “The 
Public Service Company Law” of July 
26, 1913, P.L. 1374, 66 PS § 683, 


which was in force when the com- 
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plaint in this proceeding was filed, the 
Public Service Commission was given 
power “‘to ascertain and determine the 
fair value of the property of every 
public service company,” whenever it 
deemed “such valuation or determina- 
tion” necessary or proper. That sec- 
tion also specifically enumerated cer- 
tain matters to be considered by the 
Commission “in ascertaining and de- 
termining such fair value,” and to be 
“given such weight by the Commission 
as may be just and right in each case,” 
among which was “the reproduction 
costs of the property, based upon the 
fair average price of materials, prop- 
erty, and labor.” This section of the 
Statute of 1913 was supplied by § 311 
of Art. III of the new “Public Utility 
Law” of May 28, 1937, P.L. 1053, 66 
PS § 1151. Under it, fair value is 
still the thing the Commission is au- 
thorized to ascertain and fix. The ap- 
plicable provision of the new statute 
reads: “The Commission may, after 
reasonable notice and hearing, ascer- 
tain and fix the fair value of the whole 
or any part of the property of any 
public utility, in so far as the same is 
material to the exercise of the jurisdic- 
tion of the Commission, and may make 
revaluations from time to time and as- 
certain the fair value of all new con- 
struction, extensions, and additions to 
the property of any public utility.” 
(Italics supplied.) While the new act 
(Public Utility Law) does not go into 
details as to the items which should be 
considered by the Commission in fix- 
ing the fair value of a utility’s prop- 
erty, as fully as the old act (Public 
Service Company Law) did, this was 
not because of any intention to change 
the law in this respect, but because the 
decisions of the United States Su- 
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preme Court and of our supreme court 
had definitely settled the principles to 
be applied by the Commission in ar- 
riving at such fair value, and they did 
not require elaboration in the statute. 

As before stated, three reproduction 
cost estimates, new and depreciated, 
were received in evidence during the 
hearings in this case and used by the 
present Commission “to demonstrate 
the basis of [its] determination of its 
tentative calculation of the fair value 
of the property of respondent” for the 
purpose of prescribing temporary 
rates, effective October 15, 1937. 
However, in its final report of July 
5, 1938 (24 PUR(NS) 337, 355, 
360) the Commission described these 
estimates as “unsatisfactory, conjec- 
tural, and without probative value.” 


In the course of that report the Com- 
mission expresses its opinion that its 
predecessor, and _ incidentally _ the 
courts, had failed “to perceive the 
problem [presumably, of determining 
the fair value of a utility’s property 
for rate-making purposes and fixing 
just and reasonable rates] from the in- 
vestors’ and ratepayers’ standpoint.” 
It then gives expression to its intention 
to determine “the rate base . . . if 
a manner somewhat different from 
that reflected in the orders issued in 
the past.” In this connection the Con- 
mission said: 

“Heretofore the rate base has been 
determined generally by the Commis- 
sion on a basis of reproduction cost 
new less accrued depreciation. This 
formula produced a result arrived at 
entirely through approximations and 
theoretical calculations and, when de- 
termined, had no lasting usefulness, 
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because of fluctuations in material and 
labor costs from year to year. 

“The cost of reproduction as a de- 
termining factor in value had, it is 
true, been approved by a number of 
decisions, Smyth v. Ames (1898) 169 
US 466, 42 L ed 819, 18 S Ct 418, 
and a long line of cases following. 
In each of these cases, however, the 
court has carefully pointed out that it 
is one of the many factors that may 
be considered in arriving at a proper 
rate base. The cost of reproduction is 
a calculation designed to produce a 
figure equal to the cost of replacing the 
existing property new. There are sev- 
eral reasons why the premise on this 
theory does not meet the purpose for 
which it was formulated.” 

Then follows a statement by the 
Commission of a number of alleged 
justifications for its determination to 
ignore established legal principles by 
abandoning the beaten track of the 
Federal and state decisions, blazing a 
new trail and setting up in this case its 
conception of the proper method of 
ascertaining and determining the basic 
figure upon which to calculate the re- 
turn the owners of a utility are en- 
titled to receive for furnishing service 
to the public. 


Physical Property 
On December 24, 1929, the Public 
Service Commission directed respond- 
ent to furnish the complainants with 
an inventory of its property, which 


was promptly done. This inventory 
was the basis of respondent’s repro- 
duction cost estimates, but it was not 
used by Mr. Davis; he used a different 
one, made largely by two assistants, 
Francis A. Johnson and Fred D. Say- 
er, neither of whom, counsel for the 


Commission say (brief p. 34), “had 
had previous experience in evaluating 
the property of an electric utility, and 
the methods employed by these men in 
counting and estimating the various 
units of property such as poles and 
fixtures, conductors, transformers, and 
similar items were so slipshod and 
inaccurate as to give rise to a very 
substantial doubt as to their accuracy.” 
These three estimates were placed in 
evidence during the early hearings of 
the case and were all made as of 
August 31, 1931. 

In its order of June 8, 1937, the 
Public Utility Commission directed 
that “Using the estimates of repro- 
duction cost new and depreciated, now 
of record, both principal parties . . 
submit [on June 30, 1937] soslea 
estimates thereof, in the same form, 
[1] trended from the date of the orig- 
inal appraisal, August 31, 1931, to 
June 1, 1937; [2] trended 
from the date of the revised appraisal, 
December 31, 1935, to June 1, 1937; 
with consequent adjustments of over- 
head allowances.” 

It was in obedience to these direc- 
tions that respondent submitted its re- 
vised estimates of reproduction cost, 
new and depreciated, trended to June 
1, 1937, including net additions to its 
property. The trend factors were 
agreed upon at an engineering confer- 
ence with the engineers of the Com- 
mission. The estimates of its wit- 
nesses, Dreyfus and Scharff, as to 
physical property of the respondent 
follow: 

Reproduction Cost Estimate of 
Physical Property by Edwin D. Drey- 
fus: [Table omitted shows reproduc- 
tion cost depreciated $188,603. ] 

Reproduction Cost Estimate of 
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Physical Property by Maurice R. 
Scharff: [Table omitted shows re- 
production cost depreciated $177,858. ] 

The reproduction cost estimate of 
Daniel E. Davis, put in evidence by 
the complainants, is not made up un- 
der the twenty-one account number 
items and titles used by the engineers 
for respondent, but for present pur- 
poses we may use complainants’ Ex- 
hibit No. 1 (1937 Series) Vol. XIII, 
p. 6005a, trended from August 31, 
1931, to June 1, 1937. 

It does not include additions to the 
plant since August 31, 1931, amount- 
ing to $11,825. 

Cost 
Repro- Accrued New 


duction Depre- Depre- 
Cost New ciation 


$73,009 $66,823 
116,710 47,270 


$189,719 $114,093 


Item 


Power Plant and 


Equipment 


$6,186 
Distribution System 


69,440 
$75,626 





The details of the above figures un- 
der the item ‘Power Plan and Equip- 
ment” are as follows: [Table omit- 


ted. ] 


It is apparent from an inspection of 
the Dreyfus and Scharff appraisals of 
the physical property of respondent 
that the differences in the results 
reached by them are not sufficient to 
justify a detailed analysis of the items 
in which they occur. It will be more 
profitable to compare the estimate of 
complainants’ engineer, Davis, with 
the Dreyfus appraisal. 


[2] The controversy between the 
parties upon the question whether the 
“gas generating station” of appellant 
is used or useful in rendering service 
to the public is sharply reflected in the 


Dreyfus and Davis appraisals. From 
the inception of the service down to 
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ciated - 


September 17, 1928, appellant gen- 
erated all its current at its own plant, 
but on that date entered into a contract 
to purchase its requirements from 
Pennsylvania Electric Company. In 
ascertaining “the book cost of fixed 
capital” as of May 31, 1937, the Com. 
mission remarked: ‘The Commission 
concludes from the record in this case 
that the gas engine generating plant is 
not used or useful as an emergency, 
standby or reserve plant and we, there- 
fore, exclude the gas engines, genera- 
tors, and auxiliary equipment as being 
property not used or useful in the pub- 
lic service.” 


In this connection the Commission 
made a tabulation of the book cost of 
the gas power generating plant as of 
May 31, 1937, under account numbers 
and titles comparable with the numbers 
and titles in the reproduction estimates. 
The following is a comparison of the 
Commission’s book cost estimate with 
the Dreyfus depreciated reproduction 
cost appraisal : 

Com- 


mission 
Amount 


Dreyfus 
Amount 


$800.00 
10,681.00 
40,348.00 


Acct. | Commission 
No. Account Title 


227 Land $1, 
229 Power Plant Struc- 
tures 
(3 Gas Engines 
233 Electric Generators 13, 823.18 
234 Other Elec. Equip. 5,361.58 7,608.00 
236 Other Power Plant 
209.50 691.00 


Equipment 
$60,048.23 $60,128.00 


Pursuant to its above-quoted finding 
the Commission in its determination 
of a rate base “allowed the full cost 
of land and building to remain in fixed 
capital,” but “excluded the last four 
items noted above in the amount of 
$55,548.23.” 

A comparison of reproduction cost 
new estimates of Davis and Dreyfus 
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of the items here involved may be thus 
stated : 


Davis Dreyfus 


Land and Building ... $9,523.00 $15,041.00 
Equipment 63,486.00 73,146.00 


$73,009.00 $88,187.00 


These tabulations indicate that it 
makes little practical difference wheth- 
er the book cost or the depreciated re- 
production cost basis be adopted in 
disposing of the controversy relative 
to the power plant. The Commission 
excludes all the equipment, valued by 
it at $55,548, and Davis allows only a 
junk value of $2,650 out of his ap- 
praisement of $63,486, or an elimina- 
tion of $60,836. 

The reason assigned by Davis for 
including only the salvage value of 
the equipment was set forth in the 
above-quoted note to his estimate, 
“Salvage value only, due to fact that 





duplicate transmission lines, serving 
borough, render generating plant un- 
necessary.” 

There is competent engineering tes- 
timony upon the record to the con- 
trary. P. J. Morrissey testified: “The 
transmission was adequate as a stand- 


by with the gas engine plant. The 
gas engine plant was a standby on the 
transmission line, whichever one could 
be used as the prime source of power.” 

Scharff testified: “In my opinion, 
the company not only should not be 
required to remove its plant, but should 
not be permitted to remove it, if it 
wished to do so, until the supply to 
Brookville is made to correspond with 
modern plants, applicable to a com- 
munity. of this importance, which 


would require an additional transmis- 
sion line, from a separate source of 
power there, in addition to this 6,700- 
volt substation or the generating sta- 
tion, such transmission line to run 
through its entire length onto the pole 
line independent of the other line sup- 
plying the town, and also until the 
substation at Brookville is provided 
with at least one spare transformer ; 
and until those conditions are real- 
ized, representing the minimum re- 
quirement for dependable supply on 
transmission lines into a community 
of the size of Brookville, the company 
should be required to maintain its gen- 
erating equipment in readiness for 
service to meet the requirements in 
case of an interruption, due either to 
the Timblin substation going out of 
service, or the present transmission 
lines going out of service, or the 
Brookville substation going out of 
service, or a single transformer in 
Brookville substation going out of 
service.” 

Upon an examination of the testi- 
mony we are of opinion that the equip- 
ment of the power plant should not be 
included in an estimate of reproduc- 
tion cost at the figures appearing in 
the estimates of Messrs. Dreyfus and 
Scharff, but we are also of opinion 
that the portion of the order which 
totally excludes that equipment lacks 
evidence to support it. The plant, in- 
cluding the equipment, should be in- 
cluded in any estimate of reproduction 
cost at a figure representative of its 
value as an emergency, standby, or 
reserve plant. Although not a part of 





$Speaking of this pole line, we said in 
Penn Pub. Service Corp. v. Public Service 
Commission (1926) 88 Pa Super Ct 369, 371: 
‘Moreover the plan made necessary the erec- 
tion of a power line about 22 miles long from 


the nearest point in the Penn Public Service 
Corporation's system. This it was estimated 
would cost $88,000, and there were estimated 
additional costs amounting to about $6,000.” 
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the record at the time the testimony 
was closed, there is attached to and 
made a part of respondent’s excep- 
tions to the order nisi the affidavits of 
W. C. Sontum, superintendent of 
Pennsylvania Electric Company, and 
W. J. Utts, vice president of respond- 
ent, to the effect that the plant was 
actually used on April 6, 7, 8, and 9, 
1938, when the transmission lines re- 
ferred to by Davis and in the testimony 
were put out of service by a severe 
sleet storm, rendering it necessary to 
put respondent’s power plant in serv- 
ice on April 8th and 9th for more 
than twelve hours on each day, during 
which it carried respondent’s peak load 
consisting of 400 kilowatts. 

Our conclusion is that the equip- 
ment should be included at 50 per 
cent of its depreciated reproduction 
cost as estimated by Messrs. Dreyfus 
and Scharff. This means that the 
Dreyfus total estimate of $188,603 
must be reduced by one-half of $48,- 
647 (equipment items) or $24,324, 
making a net of $164,279. In the 
same way the Scharff total estimate of 
$177,858 must be reduced by one-half 
of $48,706, making a net of $153,505. 

If in lieu of the salvage value of 
$2,650, stated by Davis, there be sub- 
stituted a similar estimate of $24,000 
for the equipment, his estimate of de- 
preciated reproduction cost of physi- 
cal property would be approximately 
$97,000 plus $11,825, or $108,825. 

[8,4] We are of opinion that the 
order here appealed from, based, as 
it is, solely upon the Commission’s 
finding of the “original cost of fixed 
capital installed at May 31, 1937,” 
and without giving any consideration 
whatever to the “reproduction cost” 
of the property as one of the factors 


to be taken into account in ascertain- 
ing its present “fair value,” consti- 
tutes an “error of law” as that phrase 
is used in § 1107 of Art. XI of the 
Statute of 1937, 66 PS § 1437, par. 
ticularly where the appellant alleges 
confiscation. 

From Smyth v. Ames (1898) 169 
US 466, 42 L ed 819, 18 S Ct 418 
down to and including California R. 
Commission v. Pacific Gas & E. Co, 
(1938) 302 US 388, 82 L ed 319, 21 
PUR(NS) 480, 58 S Ct 334, and 
throughout the decisions of our su- 
preme court and of this court, the cost 
of reproducing the property has con- 
sistently been held to be not only a 
relevant but also an essential element 
in the ascertainment of its “fair value” 
for rate-making purposes. 

In St. Louis & O’Fallon R. Co. v. 
United States, 279 US 461, 484, 73 
L ed 798, PUR1929C 161, 49 S Ct 
384, Mr. Justice McReynolds stated: 

“<The elements of value recognized 
by the law of the land for rate-making 
purposes’ have been pointed out many 
times by this court. Smyth v. Ames 
(1898) 169 US 466, 42 L ed 819, 18 
S Ct 418; Willcox v. Consolidated Gas 
Co. (1909) 212 US 19, 53 L ed 382, 
29 S Ct 192, 48 LRA(NS) 1134, 15 
Ann Cas 1034; Minnesota Rate Cases 
(1913) 230 US 352, 57 L ed 1511, 
33 S Ct 729, 48 LRA(NS) 1151, 
Ann Cas 1916A 18; Missouri ex rel. 
Southwestern Bell Teleph. Co. v. Pub- 
lic Service Commission, 262 US 276, 
67 L ed 981, PUR1923C 193, 43 S 
Ct 544, 31 ALR 807; Bluefield 
Water Works & Improv. Co. v. West 
Virginia Pub. Service Commission, 
262 US 679, 67 L ed 1176, PUR 
1923D 11, 43 S Ct 675; McCardle 
v. Indianapolis Water Co. (1926) 
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272 US 400, 71 Led 316, PUR1927A 
15,47 S Ct 144. Among them is the 
present cost of construction or repro- 
duction. Thirty years ago, Smyth v. 
Ames, supra, 169 US at pp. 546, 547, 
announced : 

“‘We hold, however, that the basis 
of all calculations as to the reasonable- 
ness of rates to be charged by a cor- 
poration maintaining a highway un- 
der legislative sanction must be the 
fair value of the property being used 
by it for the convenience of the public. 
And in order to ascertain that value, 
the original cost of construction, the 
amount expended in permanent im- 
provements, the amount and market 
value of its bonds and stock, the pres- 
ent as compared with the original cost 
of construction, the probable earning 
capacity of the property under particu- 
lar rates prescribed by statute, and the 
sum required to meet operating ex- 
penses, are all matters for considera- 
tion, and are to be given such weight 
as may be just and right in each case. 
We do not say that there may not be 
other matters to be regarded in esti- 
mating the value of the property. 
What the company is entitled to ask is 
a fair return upon the value of that 
which it employs for the public con- 
venience.’ : 

“In Missouri ex rel. Southwestern 
Bell Teleph. Co. v. Public Service 
Commission, supra, at p. 287 of 262 
US, PUR1923C at p. 199, we said: 
‘It is impossible to ascertain what will 
amount to a fair return upon proper- 
ties devoted to public service without 
giving consideration to the cost of la- 
bor, supplies, etc., at the time the in- 
vestigation is made. An honest and 
intelligent forecast of probable future 
values made upon a view of all the 
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relevant circumstances, is essential. 
If the highly important element of 
present cost is wholly disregarded 
such a forecast becomes impossible. 
Estimates for tomorrow cannot ig- 
nore prices of today.’ The doctrine 
above stated has been consistently ad- 
hered to by this court.” 

In the following cases the Supreme 
Court of the United States reversed 
the order of the fact-finding body as 
confiscatory because of the failure of 
the respective Commissions to give 
due consideration to reproduction cost 
as an element in determining fair val- 
ue: Bluefield Water Works & Improv. 
Co. v. West Virginia Pub. Service 
Commission, supra; Missouri ex rel. 
Southwestern Bell Teleph. Co. v. Pub- 
lic Service Commission, supra; and 
St. Louis & O’Fallon R. Co. v. United 
States, supra. 

The case of California R. Commis- 
sion v. Pacific Gas & E. Co. supra, 
does not change the rule so clearly es- 
tablished and followed up to the date 
of that decision, January 3, 1938. It 
was an appeal by the state Commis- 
sion from an order of a district court 
enjoining gas rates fixed by the Com- 
mission. The Commission, in arriv- 
ing at a “rate base,” considered only 
historical cost and as to reproduction 
cost said (302 US at p. 397, 21 PUR 
(NS) at p. 486): “The estimates of 
cost to reproduce are not at all con- 
vincing and cannot be of positive val- 
ue in this proceeding.” The Supreme 
Court of the United States held that 
since the Commission received esti- 
mates of reproduction cost, the rejec- 
tion by the Commission of such evi- 
dence in arriving at a rate base which 
was reasonable was not a denial of 
procedural due process. 
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The case was reversed and sent back 
to the district court to pass on the ques- 
tion of confiscation. That court in 
an opinion by Wilbur, C. J. (Pacific 
Gas & E. Co. v. California R. Com- 
mission (1938) 26 F Supp 507, 26 
PUR(NS) 1, 5, considered the ques- 
tion of confiscation, and after making 
its own findings of fact, taking into 
account both the Commission’s report 
based on historical cost only, and the 
special master’s report based solely on 
reproduction cost new, concluded there 
had been no confiscation. In the course 
of the opinion it was said (26 F Supp 
at p. 511): “The decisions of the Su- 
preme Court are uniform to the effect 
that both these elements should be con- 
sidered in arriving at the fair value of 
the property.’ Clearly, the Pacific 
Gas & Electric Case, as considered by 
the Supreme Court, does not hold or 
suggest that Smyth v. Ames, supra, is 
no longer applicable to cases where the 
reviewing court is passing upon the 
question of confiscation. 

The supreme court of Pennsylvania 
and this court have consistently fol- 
lowed the rule of Smyth v. Ames, 
supra, in the valuation of the property 
of public utilities. In Erie v. Public 
Service Commission, 278 Pa 512, 
PUR1924D 89, 94, 123 Atl 471, 475, 
Justice Kephart pointed out that “the 
value of private property used in pub- 
lic service and affected with a public 
interest is to be determined at the time 
of the inquiry or investigation regard- 
ing rates,” and after citing the deci- 
sions of the Supreme Court of the 
United States, to which we have al- 
ready referred, held that although 
original cost is to be considered in fix- 
ing the present value for rate-making 
purposes it cannot be used as a “sub- 
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stitute for value.” See also the fy! 
discussion on the subject by this court 
in Bangor Water Co. v. Public Sery. 
ice Commission (1923) 82 Pa Super 
Ct 48. 

Reference is made in the briefs to 
the recent case of Driscoll v. Edison 
Light & P. Co. 307 US 104, 83 Led 
1134, 28 PUR(NS) 65, 70, 59S ¢ 
715, 719, decided April 17, 1939, in 
which the Supreme Court of the Unit- 
ed States sustained as constitutional 
an order of the present state Commis. 
sion prescribing temporary rates u- 
der § 310 of Art. III of the Statute 
of 1937, 66 P.S. § 1150. It is sig. 
nificant to note that, although the stat- 
ute refers only to “original cost, less 
accrued depreciation, of the physical 
property,” one of the grounds upon 
which the Supreme Court based its de- 
cision was that our state Commission 


had in fact given consideration to all 
the relevant factors, including repro- 
duction cost, in arriving at fair value 
as a basis for temporary rates. In his 
opinion, Mr. Justice Reed, speaking 


for the court, said: “The Commis- 
sion, however, did not confine itself 
to that one element [original cost, less 
accrued depreciation] in setting the 
fair value of the appellee’s property, 
for the purpose of temporary rates, at 
$5,250,000. It gave weight to repro- 
duction cost, original cost, going con- 
cern value and the necessity for work- 
ing capital, and it allowed on this rate 
base a return of more than 6 per cent.” 
The decision of the court in that case, 
in effect, constituted a reaffirmation of 
the rule laid down in Smyth v. Ames 
(1898) 169 US 466, 42 L ed 81), 
18 S Ct 418, and upheld the order of 
the Commission because “the Com 
mission based the order now under 
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review on evidence requisite under 
that rule.’ This was recognized and 
criticized by Mr. Justice Frankfurter 
in his concurring opinion, supra, 307 
US at p. 122. 

It is equally significant that in the 
present case the Commission, in fixing 
the temporary rates prescribed by its 
interim order of October 5, 1937 (20 
PUR(NS) 398, 402), expressly stat- 
ed that the “estimates of reproduc- 
tion cost new, less accrued deprecia- 
tion,’ were set forth “to demonstrate 
the basis of our determination of our 
tentative calculation of the fair value 
of the property of respondent for the 
purpose of this interim order.” 

One of the grounds upon which the 
Commission attempted to justify its 
refusal to give any consideration to the 
estimates of reproduction cost in fix- 
ing the final rates here in question was 
that they varied materially from each 
other. It would be difficult to con- 
ceive of a case in which there would 
not be material variations in the esti- 
mates of the engineers for the respec- 
tive parties. In the Scranton-Spring 
Brook Water Company Cases the esti- 
mates of the engineers for the com- 
plainants and respondents, respective- 
ly, were over twenty million dollars 
apart—see 105 Pa Super Ct 203, 212, 
213, PUR1932C 471, 160 Atl 230— 
and yet a fair and reasonable valuation 
was eventually arrived at. The esti- 
mates in this case were originally pre- 
pared, and subsequently trended, by 
the express direction of the Commis- 
sion. It has at its disposal a large 
corps of engineers and accountants 
and it is one of its functions to inves- 
tigate and test the accuracy of the ap- 
praisals of the engineers for the par- 
tes, the unit prices and labor costs 
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used by each, and determine for itself 
a reasonable reproduction cost of the 
property. 

In their discussion of the several 
appraisal estimates, counsel for the 
Commission, after criticizing the 
Davis appraisal as already quoted, 
continued, 

“In making an inventory of the 
power house it does not appear that 
the contractor who made the estimate ° 
for Mr. Davis proceeded with sufficient 
thoroughness to ascertain the depth or 
width of the foundation, either of the 
structure or the engines. The testi- 
mony with regard to the classification 
of poles for the purpose of acertain- 
ing depreciation is so theoretical and 
hypothetical as to be worthless. An 
extended quotation from that testi- 
mony and a discussion thereof is found 
in appellant’s brief at pp. 185-216. 
As regards the amount of wire used in 
respondent’s system, Mr. Davis and 
Mr. Johnson made frequent admis- 
sions of miscalculations and failure to 
make proper allowances, so that their 
estimates are open to serious ques- 
tion. . 

“On the subject of accrued deprecia- 
tion, it appeared to the Commission 
that complainants’ witnesses had relied 
mainly on installation dates and theo- 
retical formulae to compute expired 
life, and had not carefully and scrupu- 
lously related their calculation to the 
actual condition of the property. An 
estimate of accrued depreciation hav- 
ing such a basic defect is untrust- 
worthy and misleading and must be 
rejected: Cheltenham & A. Sewerage 
Co. v. Public Service Commission 
(1936) 122 Pa Super Ct 252, 270, 
15 PUR(NS) 99, 186 Atl 149; Penn- 
sylvania Power & Light Co. v. Public 
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Service Commission (1937) 128 Pa 
Super Ct 195, 211, 19 PUR(NS) 
433, 193 Atl 427.” 

[5-7] It is self-evident that no re- 
liance can be placed on an appraisal 
estimate where the inventory on which 
it is based is incorrect or incomplete 
or vitally deficient; such defects are 
almost impossible of correction; but 
where differences appear in the valua- 
tions put on correct inventories, they 
can be adjusted and a fair and reason- 
able valuation be arrived at. The dif- 
ferences in the respondent’s engineers’ 
appraisal estimates, as pointed out by 
counsel for the Commission, were 
chiefly of this type—(1) ignorance or 
disregard of local labor costs; (2) ac- 
crued depreciation; and (3) percent- 
ages allowed for overheads, referred 
to under a later head. These were 
matters that could be corrected and 


scaled down by the Commission and 
its engineering force, and were wholly 
different from the defects in the com- 
plainants’ appraisal pointed out in the 


Commission’s brief. The incurable 
defects in the latter furnish no reason 
for wholly disregarding the estimates 
of the respondent’s engineers, prepared 
as directed by the Commission and 
based on an inventory not seriously 
questioned. 

Furthermore, from the very help- 
ful argument of Mr. Wilson, present 
counsel for the borough of Brookville, 
it appeared that where the estimates 
of the respective engineers related to 
items as to which there was no real 
dispute, the variation between them 
was not greater than would ordinarily 
be expected—they were in compara- 
tive agreement as to many items. 

We find no indication in our new 
Public Utility Law that the legislature 
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by its enactment intended to author. 
ize the Commission, as its agent, to 
discard, when ascertaining and fixing 
the fair value of the property of a 
utility, any or all of the established ele. 
ments of fair value. No matter what 
economic theories the Commission may 
have evolved to its own entire satis. 
faction, or how firmly it may be con- 
vinced that its predecessors and all the 
courts have, in its own language, 
“failed to perceive the problem” from 
the proper point of view, it is still the 
duty of the Commission, and our duty, 
to “apply the law of the land to facts 
developed of record,” until that law 
has been changed in a constitutional 
manner. 

By § 1005 of Art. X of the Statutes 
of 1937, 66 PS § 1395, the Commis- 
sion is charged with the duty of mak- 
ing findings “in sufficient detail to er- 
able the court on appeal, to determine 
the controverted question presented by 
the proceeding, and whether proper 
weight was given to the evidence.” 

The Commission having given 10 
weight to the evidence of reproduction 
cost, and having made no findings 
relative to that cost, it becomes our 
duty to reverse the final order (Mis- 
souri ex rel. Southwestern Bell Teleph. 
Co. v. Public Service Commission, 
supra; St. Louis & O’Fallon R. Co. 
v. United States, supra) because it is 
based upon an error of law. 

[8,9] Thus far we have discussed 
the Commission’s report on the basis 
of its assumption that the total book 
cost of fixed capital as reflected on the 
books of the respondent on May 31, 
1937, $197,516.70, represented the 
actual original cost thereof, from 
which, in arriving at the “rate base,” 
the Commission deducted the amount 
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invested in the generating plant, etc., 
as no longer used and useful. Weare, 
however, of the opinion that the as- 
sumption is untenable and that the 
total book cost of fixed capital as re- 
flected on the books of the respondent 
has not been sufficiently proved to be 
the original cost to justify its use as 
the rate base. It is admitted that no 
books were kept by the corporation 
from the date of its incorporation, 
January 20, 1897, to March 31, 1914, 
and from that date to 1925 we find that 
they were not kept in the manner di- 
rected by the Public Service Commis- 
sion, and cannot be relied upon to show 
accurately the investment in the plant. 
In those cases in which we have dis- 
cussed and upheld the use of original 
cost less depreciation as the measure 
of present value—see Clark’s Ferry 
Bridge Co. v. Public Service Commis- 
sion, 108 Pa Super Ct 49, 59-61, 
PUR1933D 173, 165 Atl 261, af- 
firmed (1934) 291 US 227, 78 L ed 
767, 2 PUR(NS) 225, 54 S Ct 427; 
and the valuation of the Watres-Gard- 
ner’s Creek Line and Plymouth tunnel 
in Scranton-Spring Brook Water Serv- 
ice Co. v. Public Service Commission 
(1935) 119 Pa Super Ct 117, 130, 14 
PUR(NS) 73, 181 Atl 77; and simi- 
lar cases—the cost could be determined 
accurately and beyond peradventure 
by the books of the company. That 
isnot the case here. Entries made up- 
on the books many years afterwards 
intended to bring them into relative 
approximation with the financial con- 
dition of the company cannot be used 
as an accurate determination of cost, 
such as will form the exclusive basis 
for fixing the present value of the 
plant. The evidence shows no decla- 
tation or distribution of cash dividends 


from January 20, 1897, until 1916, a 
period of nineteen years, when $2,000 
was paid. From 1916 to 1924, $3,- 
600 more was paid out in cash divi- 
dends; and from 1924 to 1927, $5,250 
was paid in cash dividends. We take 
no account of stock dividends, for 
they do not increase or diminish the 
cash investment in the plant. 

The Commission and the counsel 
for the complainants—appellants in 
No. 183, April Term, 1939—have ap- 
parently wholly overlooked the com- 
pounding effect of plowing back profits 
into the business. To take a suppositi- 
tious case, if a corporation with $10,- 
000 paid in capital is successful from 
the start, that is—as complainants con- 
tend is the fact in this case—has no lag 
in business such as to justify a special 
allowance for going concern value, 
and makes an annual. and continuous 
profit of 8 per cent on the money in- 
vested, but pays out nothing in divi- 
dends, putting back all its earnings, 
as soon as realized, into the business, 
at the end of nine years its plant will 
have invested not $17,200 but $20,- 
000; and at the end of eighteen years, 
it will have invested not $24,400, but 
$40,000. By plowing back its earn- 
ings at 8 per cent per annum, the origi- 
nal investment doubles in nine years 
and quadruples in eighteen years. And 
at the end of eighteen years it cannot 
truly be said to have earned on its in- 
vestment an annual profit of 16% per 
cent ($30,000 divided by 18=$1667 : 
163 per cent on $10,000) but only 8 
per cent, because all the earnings were 
put back into the plant and immediate- 
ly formed part of the invested capi- 
tal, which was earning 8 per cent per 
annum. 

It was this oversight which contrib- 
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uted in large degree to the extravagant 
figures presented by counsel for the 
complainants in their briefs and at the 
argument as to the rate of interest 
earned by respondent. 

[10] Following the example of the 
Supreme Court of the United States 
in West v. Chesapeake & P. Teleph. 
Co. (1935) 295 US 662, 79 L ed 
1640, 8 PUR(NS) 433, 55 S Ct 894, 
where the state Commission used a 
faulty and erroneous method of valua- 
tion, we might, without more, return 
the record to the Commission to deter- 
mine a rate base upon correct princi- 
ples (295 US at p. 679) ; but both in- 
terested parties have asked us not to 
increase further this already swollen 
record and, if possible, to fix the fair 
value of the respondent’s property, 
used and useful in the public service, 
using our own independent judgment 
upon a review of the evidence now in 
the record. We are unwilling to es- 
tablish a course of action or precedent 
in this regard, but, we have done it 
in exceptional circumstances in the 
past—see, inter alia, Beaver Valley 
Water Co. v. Public Service Commis- 
sion (1921) 76 Pa Super Ct 255, af- 
firmed (1921) 271. Pa 358, 114 Atl 
373; Bangor Water Co. v. Public 
Service Commission (1923) 82 Pa 
Super Ct 48; and to a limited extent, 
Scranton-Spring Brook Water Serv- 
ice Co. v. Public Service Commission, 
supra—and in the circumstances here 
present, will do it in this case. 

[11] The provisions of the Act of 
June 12, 1931, P.L. 530, amending 
§ 22 of the Public Service Company 
Law of 1913, 66 PS § 836, that in 
every appeal taken involving a ques- 
tion of the reasonableness of rates, 
whether taken by a complainant or by 
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a public service company, it shall be the 
duty of the court to consider the en- 
tire record of the proceedings before 
the Commission and on its own inde- 
pendent judgment to determine wheth- 
er or not the findings made and the 
valuations and rates fixed by the Com- 
mission are reasonable and _ proper; 
and that if the court shall determine 
that the findings or the valuations are 
unreasonable it shall remit the case to 
the Commission with directions to re- 
form the findings, valuations, and 
rates in accordance with the court’s 
opinion ; were not reénacted or includ- 
ed in the Public Utility Law of 1937. 
Hence the situation in these respects 
remains the same as it was before the 
approval of the Act of June 12, 1931, 
supra, and as laid down by the Svu- 
preme Court of the United States in 
Ohio Valley Water Co. v. Ben Avon, 
253 US 287, 64 Led 908, PUR1920E 
814, 40 S Ct 527, as construed by our 
Supreme Court in Ben Avon v. Ohio 
Valley Water Co. 271 Pa 346, PUR 
1921E 471, 114 Atl 369, and Public 
Service Commission v. Beaver Valley 
Water Co. supra, and interpreted by 
this court in Lewistown v. Public 
Service Commission (1923) 80 Pa 
Super Ct 528, 529, 533, 534, where 
we held that the duty of this court to 
exercise its own independent judgment 
as to both law and facts was limited 
to cases where the utility claimed that 
confiscation of its property would re- 
sult from the enforcement of the Com- 
mission’s order, as is the case here. 
The average of the estimates of 
cost of reproducing the physical prop- 
erty, without considering the overhead 
expenses, of Dreyfus and Scharff, as 
adjusted upon the basis of 50 per cent 
of the depreciated cost of the equip- 
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ment in the power plant is $158,892. 
This we think is too high. The av- 
erage of the estimates of Dreyfus, 
Scharff, and Davis similarly adjusted 
is $138,261, which we are satisfied is 
too low. Our best independent judg- 
ment as to the reproduction cost de- 
preciated, of the physical property, ex- 
clusive of overhead expenses and in- 
tangibles, is approximately $150,000. 
We are also of opinion that the work- 
ing capital allowance, which includes 
supplies and materials on hand, made 
by the Commission is toolow. Weare 
of opinion that a working capital al- 
lowance of $11,000 ($7,000 for cash 
and $4,000 for materials) should be 
made. 


Overheads and Intangibles Involved 
in Fixing Rate Base 


We come then to the question of 
allowance for overhead expenses and 
intangibles in reproduction cost valua- 
tion. These items have been recog- 
nized by courts and Commissions as 
definite elements of value and have 
been held to include omissions and 
contingencies, preliminary organiza- 
tion expense, the engineering and ad- 
ministrative expense of creating the 
plant, cost of financing, and going 
concern value. While these categories 
are not precisely separated and some- 
times overlap, thus leading to confu- 
sion, they nevertheless form the best 
practical method of approach that has 
been suggested. Since the Commis- 
sion did not give any weight to repro- 
duction cost it disregarded these ele- 
ments. However, in its report it did 
discuss cost of financing and going 
concern value concluding that in no 
event was the respondent entitled to an 


allowance on account of these two 
items. This makes necessary some dis- 
cussion of the subject by this court. 


Omissions and Contingencies 


[12, 13] Dreyfus and Scharff, 
called by the respondent, allowed 3 
per cent on their valuations of physi- 
cal property, that is $6,000 and $5,600, 
respectively, for omissions and con- 
tingencies, while Davis, the com- 
plainants’ witness, grouped this item 
with engineering (fixed by the other 
engineers at 5 per cent) and al- 
lowed 8 per cent for both. So all the 
engineers are in practical agreement 
on this item. It has been generally 
recognized that when estimates are 
made of reproduction costs of a pub- 
lic utility or even the cost of an or- 
dinary construction about to be made, 
there are bound to be omissions, and 
that situations will arise which are 
not apparent at the time or are liable 
to be overlooked. The courts and 
Commissions generally have followed 
the business practice and made allow- 
ance on that account. Prudent con- 
tractors in bidding protect themselves 
by such allowances and we know of 
no reason why a different rule should 
be applied here merely because it is a 
utility which is affected. We are of 
the opinion that these items must be 
considered, but that in arriving at a 
proper percentage the rate should be 
applied to the physical property alone. 
In other words, we see no reason for 
making an allowance on this account 
for mistakes in amount of working 
capital or any of the intangibles. We 
find 3 per cent on the physical proper- 
ty to be a fair allowance for omissions 
and contingencies. 
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Preliminary Organization Expense 


[14, 15] It is not open to argument 
that there is a period between the in- 
itiation of an undertaking to furnish 
public service and the time of com- 
pletion of the plant ready to deliver 
service, when no revenues are forth- 
coming. Capital must be provided in 
advance and be unproductive for a pe- 
riod while taxes, interest, and insur- 
ance are accumulating. A franchise 
and charter are usually essential and 
the securing of these entails legal and 
other expenses. The utility is entitled 
to capitalize such preliminary ex- 
pense. 

In Ohio Utilities Co. v. Public 
Utilities Commission, 267 US 359, 
362, 69 L ed 656, PUR1925C 599, 
601, 45 S Ct 259, it was said: “Re- 
production value, however, is not a 
matter of outlay, but of estimate, and 
should include a reasonable allowance 
for organization and other overhead 
charges that necessarily would be in- 
curred in reproducing the utility. In 
estimating what reasonably would be 
required for such purposes, proof of 
actual expenditures originally made, 
while it would be helpful, is not in- 
dispensable.” That a sum should be 
allowed on this account we have nev- 
er heard seriously questioned. Dis- 
putes frequently have arisen as to the 
amount of such allowance. Here the 
experts are practically agreed. While 
the sums that they named differed in 
amount, all agreed that 1.5 per cent 
would be fair and the figures varied 
only on account of the valuation on 
which the percentage was calculated. 
We are of the opinion that an allow- 
ance of 1.5 per cent should be made 
on this account. 
31 P.U.R.(N.S.) 


Preliminary Engineering and Admin- 
istration Expenses 


[16] That the Commission de- 
prived the utility of a reasonable re- 
turn on the fair value of its property 
dedicated to a public use is demon- 
strated by its failure to take into ac- 
count in fixing fair value the claim of 
the utility for an allowance for those 
engineering and administration ex- 
penses incurred before such property 
is ready for service. This was due to 
the Commission’s relying exclusively 
on cost disclosed by such books as 
were available. Strictly speaking, the 
engineering and administration ex- 
penses incident to the construction of 
the physical part of a plant enter into 
the cost of the plant just the same as 
the amounts paid to bricklayers and 
carpenters or for materials. To refuse 
to take such an item into account is 
to ignore universally accepted business 
standards and experience. It would 
be more foolhardy to construct an 
electric light plant without plans, speci- 
fications and expert superintendence 
than to so erect a dwelling or office 
building. 

In addition, an organization must 
be maintained to represent the stock- 
holders during the period of construc- 
tion, to provide for the payment of 
expenses and oversee construction on 
behalf of such stockholders. A staff 
must also be gathered together ready 
to function when the plant is complet- 
ed. There was abundant testimony 
in the record from which it could only 
be concluded that there were here items 
contributing to the fair value of the 
property. To disallow all claims on 
this account amounted to confiscation. 
However, such expenses are not to be 
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confused with those which are usual- 
ly considered in the category of going 
concern value. Dreyfus allowed 12.55 
per cent as the aggregate of these 
items, divided, engineering 5.22 per 
cent, administration 2.08 per cent, le- 
gal 1 per cent, interest, taxes, etc., dur- 
ing construction 3.25 per cent. Scharff 
allowed 11 per cent made up of en- 
gineering 5 per cent, administration 
and legal 3 per cent, interest and tax- 
es during construction 3 per cent. 
Davis allowed 9 per cent made up of 
engineering 5 per cent (deducting 3 
per cent for omissions and contingen- 
cies from 8 per cent for all three 
items), administration 14 per cent, 
interest, taxes, etc., during construc- 
tion 24 per cent. We find that 10 per 
cent is a fair aggregate allowance for 
these items combined. 


Cost of Financing 


[17-22] The respondent’s witness, 
Dreyfus, allowed $11,280 under the 
head of cost of financing, and its wit- 
ness, Scharff, $13,000. These figures 
were reached by allowing a percentage 
of all the capital required; Dreyfus 
adopted a rate of 5.11 per cent, Scharff 
6 per cent. While complainants’ wit- 
ness, Davis, made no allowance, it ap- 
peared that his firm in the case of a 
utility of about the same size in an 
adjoining county, had suggested 5 per 
cent as a fair return. The respondent 
financed its operations by the sale of 
common stock and borrowing. It bor- 
towed $4,750 from stockholders, 
$7,000 from a bank and $74,528.64 
from affiliated companies, some of 
which loans were temporary and have 
been repaid. The company also fund- 
ed a portion of its debt by issuing 
bonds in the sum of $35,000, which 


were taken by an affiliated company at 
par. The Commission refused to al- 
low anything on this account, assign- 
ing as a reason that there was no evi- 
dence that the company had paid any 
brokerage fees. As we are not in ac- 
cord with the views of the Commis- 
sion as expressed in its opinion or the 
views of the complainants or respond- 
ent as stated in their briefs, it is nec- 
essary to consider this matter in some 
detail, believing that the experts made 
a mistake in their methods of approach 
and the Commission in its legal con- 
clusions. 


We take it to be settled that when 
reproduction cost is considered as it 
must be in determining present fair 
value, some allowance should be made 
under the head of cost of financing. 
In Erie v. Public Service Commission, 
96 Pa Super Ct 42, 51, PUR1929C 
568, 575, we said: “When evidence 
of original cost is introduced as a fac- 
tor in determining present fair value 
it is obviously quite proper to consid- 
er the actual experience of the com- 
pany in the matter of the cost of ob- 
taining money, and in such cases it 
has been held consistently that mere 
theoretical or hypothetical costs of 
this nature are not to be included. Cost 
of financing is however an element of 
value to be considered in a reproduc- 
tion cost estimate. It is a definite item 
of cost and, by the introduction of the 
testimony of witnesses familiar with 
the cost of issuing and marketing se- 
curities, it should be possible to deter- 
mine it with substantial accuracy ” 
(Italics supplied.) See, also, Ben 
Avon v. Ohio Valley Water Co. 271 
Pa 346, 356, PUR1921E 471, 114 
Atl 369, and Chambersburg Gas Co. 
v. Public Service Commission (1935) 
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116 Pa Super Ct 196, 219, 7 PUR 
(NS) 359, 176 Atl 794. 

The items of intangible values 
which may be included under the head 
of cost of financing comprehend brok- 
erage fees and the mechanical costs 
of issuing the securities, such as 
cost of preparing, engraving, print- 
ing, registering, and distributing 
bonds, cost of preparing and record- 
ing mortgages and other documents, 
trustees’ and counsel fees and expen- 
ses connected with the issuing of se- 
curities so as to comply with the se- 
curity laws enacted for the protection 
of the investing public. There may 
not be included the interest or dis- 
count paid to the purchaser of the se- 
curity for the use of the money. A 
utility which devotes its property to a 
semi-public service undertakes to sup- 
ply all the capital necessary for the 
It is 


efficient execution of the plan. 
compensated for this service by an 
allowance of a reasonable net return 
described in utility law as fair rate of 


return. It may not be compensated 
twice for the same service. Chelten- 
ham & A. Sewerage Co. v. Public 
Service Commission, 122 Pa Super Ct 
252, 261, 15 PUR(NS) 99, 186 Atl 
149. 

The utility may supply all of the re- 
quired capital without resort to bor- 
rowing or it may itself supply part of 
the capital and borrow the balance, 
sometimes hypothecating the property 
as security for the loan. In the latter 
case, the utility in effect guarantees the 
loan and takes the greater risk. The 
loan is usually made at a lower rate 
than the utility receives as an allow- 
able net return. The ratio of the 
amount of the loan to the value of the 
security, amount of bonds to total se- 
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curity, determines, within limits, the 
amount of the brokerage fee as well 
as the rate of interest paid for the 
loan. 

It is apparent that this item of cost 
of financing has a direct relation to 
the allowable net return. In fixing 
fair value and rate of return experi- 
ence has demonstrated that owing to 
the complexities of modern business 
resort must be had to tested methods 
before a safe and satisfactory answer 
can be obtained. The practice of fi- 
nancing public utility operations by 
borrowing in part has become so gen- 
eral and has come to have such a di- 
rect relation to fixing the rate which 
persons demand and should receive 
for furnishing capital that Commis- 
sions and courts have found that by 
recognizing the actual transactions as 
they are carried out a more accurate 
and fairer solution can be obtained. 
For this reason, it has been the almost 
universal practice to give separate con- 
sideration to cost of financing. As we 
are concerned here with the question 
of confiscation, the final question is 
whether the utility has received due 
compensation for the use of its prop- 
erty. Intangible values allowed above 
bare physical value are frequently 
comprehended under different categor- 
ies and we must take such fact into 
consideration before we can say that 
there is confiscation. Los Angeles 
Gas & E. Corp. v. California R. Com- 
mission, 289 US 287, 313, 77 L ed 
1180, PUR1933C 229, 53 S Ct 637; 
Dayton Power & Light Co. v. Ohio 
Pub. Utilities Commission (1934) 
292 US 290, 78 L ed 1267, 3 PUR 
(NS) 279, 54 S Ct 647; Columbus 
Gas & Fuel Co. v. Ohio Pub. Utilities 
Commission (1934) 292 US 398, 78 
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Led 1327, 4 PUR(NS) 152, 54S Ct 
763, 91 ALR 1403. 

We cannot agree with the conten- 
tion of the respondent that it is enti- 
tled to capitalize the expense of mar- 
keting the stock of the company. It 
would confuse rather than simplify 
the process of rate making to treat the 
expense of marketing the common 
stock of the utility as cost of financing. 
That subject may better be considered 
under a different head. The expenses 
incident to the issuing of common 
stock are naturally items to be prop- 
erly treated under the heading of pre- 
liminary or organization expense, 
while the marketing of the stock is a 
matter between the original subscriber 
for the stock of the company and any 
person to whom he may sell. We are 
of the opinion, therefore, as we have 
before indicated, that the cost of mar- 
keting the stock of the company is not 
a matter for capitalization as part of 
the rate base. The utility is compen- 
sated for the capital furnished by it in 
the fair return allowed. 

The fact that the utility did not 
actually pay brokerage fees does not 
prevent the inclusion of a fair amount 
on this account. Ben Avon v. Ohio 
Valley Water Co. supra. We find 
that 3 per cent is a fair allowance for 
this item. Cf. Chambersburg Gas Co. 
v. Public Service Commission, supra; 
Scranton-Spring Brook Water Service 
Co. v. Public Service Commission 
(1935) 119 Pa Super Ct 117, 137, 14 
PUR(NS) 73, 181 Atl 77. 


Going Concern Value 


[23-25] We have heretofore had 
occasion to discuss going concern val- 
ue in numerous cases wherein we have 
reviewed the Federal and state au- 


thorities. We call particular attention 
to Beaver Valley Water Co. v. Pub- 
lic Service Commission (1921) 76 Pa 
Super Ct 255, 269; Chambersburg 
Gas Co. v. Public Service Commis- 
sion, supra, 116 Pa Super Ct at p. 
210; Cheltenham & A. Sewerage Co. 
v. Public Service Commission, supra, 
122 Pa Super Ct at p. 264; Scranton- 
Spring Brook Water Service Co. v. 
Public Service Commission, 105 -Pa 
Super Ct 203, 220, PUR1932C, 471, 
160 Atl 230. We will not repeat in 
any detail what was there said but 
rather apply our former conclusions 
to the facts in this case. 

It is implicit in the Federal cases, 
as well as our own, that “there is a 
difference between even the cost of 
duplication, less depreciation, of the 
elements making up the plant and the 
commercial value of the business as a 
going concern”; that an assembled 
and established plant, doing business 
and capable of earning a fair return, 
has a value in excess of the component 
parts considered separately at their 
cost; and that this element of value 
is a property right which should be 
considered in determining the present 
value of the plant. On the other hand, 
the company by receiving a prompt 
and fair return on its investment may 
have been compensated in that form 
for this property right. 

This element of value is readily rec- 
ognizable in at least two forms. At 
times it is represented by the value 
that arises from the development of a 
force of trained employees skilled in 
performance of the service rendered 
by the utility. Again, it appears where 
the utility has made a prudent invest- 
ment but there is a lag in fair return 
before the public has appreciated and 
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taken advantage of the service offered 
and made a return therefor. The ex- 
tent of this value is difficult to deter- 
mine and cannot be defined with ex- 
act accuracy. 

In this connection it is helpful to 
refer to certain conditions where loss- 
es or expenditures are not entitled to 
be capitalized for rate-making pur- 
poses. It does not depend entirely 
upon deficits of operation for in some 
cases the investment may not have 
been prudent, and to allow such value 
would be merely to capitalize past loss- 
es. Hanover v. Hanover Sewer Co. 
(1915) 251 Pa 95, 100, PUR1916C 
122,96 Atl 132. The mere fact that the 
plant has been operated at a loss is not 
sufficient to permit such deficits to be 
added to the base on which the rate 
is reckoned. Knoxville v. Knoxville 
Water Co. (1909) 212 US 1, 14, 53 
L ed 371, 29 S Ct 148; Galveston Elec- 
tric Co. v. Galveston, 258 US 388, 66 
L ed 678, PUR1922D 159, 42 S Ct 
351. Where there has not been a lag 
in earnings there is no reason why 
there should be any special allowance 
on this account for there has not been 
a loss. 

[26-28] The respondent’s expert, 
Dreyfus, attempted to support a claim 
for $25,000 and its expert, Scharff, a 
claim for $18,000, for going concern 
value. The complainants’ expert, 
Davis, allowed nothing on this ac- 
count, but admitted that it was com- 
mon practice to allow 10 per cent of 
present value. The Commission al- 
lowed nothing. The testimony of the 
company’s engineers was based whol- 
ly on theoretical lag and was therefore 
insufficient to support its claim. Scran- 
ton-Spring Brook Water Service Co. 
v. Public Service Commission, supra, 
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119 Pa Super Ct at p. 139. A claim 
on this account, when allowed, must 
be supported by evidence of actual 
lag, not necessarily from the books of 
the company. Cheltenham & A. Sey. 
erage Co. v. Public Service Commis. 
sion, supra, 122 Pa Super Ct at p. 266, 
The experts, in place of considering 
the history of the respondent, relied 
upon the fact that in many rate cases 
an allowance of 10 per cent of pres- 
ent value was made. They failed to 
show that they had taken into account 
or considered the extent to which in- 
coming revenues kept pace with in- 
vestment. It was not shown that ei- 
ther the original installation or any ex- 
tensions were made in advance of the 
demand for service, while there was 
some evidence that the public were 
asking for service in advance of the 
time at which it was supplied. The 
result is that the testimony is placed 
upon a purely theoretical basis and 
does not disclose either a sufficient 
history to determine whether any al- 
lowance should be made or that the 
experts considered such actual facts 
and took them into consideration in 
stating their conclusions. 

The respondent in its brief falls 
into the same error for it relies large- 
ly upon the fact that in numerous cases 
the appellate courts have allowed a go- 
ing concern value varying from 9.5 
per cent to 13.9 per cent. While that 
fact is interesting, it lends little sup- 
port to the claim made here, for the 
right to any allowance depends upon 
the facts shown in the particular case. 

The evidence is equally unsatisfac- 
tory as to the existence of any special 
value in the organization of employees 
found here. The company purchases 
its power from another company and 
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likewise purchases any trained serv- 
ice that it requires from affiliated com- 
panies. The Commission might have 
concluded under the evidence that all 
of the service required to operate this 
company could have been procured in 
less than thirty days. 

While the Commission might have 
concluded that there was some slight 
evidence of going concern value, cer- 
tainly much less than that claimed by 
respondent, we cannot say that it was 
sufficient to warrant the conclusion 
that fair value could not be arrived at 
without special allowance on this ac- 
count. The burden of proof was up- 
on the respondent to show confiscation 
and incidentally that it was entitled to 
a special allowance for going concern 
value. This it failed todo. Our con- 
clusion is, therefore, that we cannot 
say under the proofs as made that a 
sufficient and fair value could not be 
fixed for this company without a spe- 
cial allowance for going concern val- 
ue. 

As we have pointed out, while the 
respective engineers for respondent 
and complainants were wide apart on 
the allowances to be made in dollars 
for overhead and intangible costs en- 
tering into the reproduction cost new, 
they were not greatly apart as to the 
percentages on the items which they 
included as proper to be considered. 
The discrepancy was largely due to the 
base on which the percentages were to 
be calculated. 

We have found that a fair percen- 
tage for all the overheads and intangi- 
bles, including cost of financing, would 
be 174 per cent. 

While in making such calculations, 
it is usual to add the percentage to 
the physical cost new and then deduct 


the depreciation from the aggregate, it 
makes no practical difference if we add 
the percentage to the depreciated re- 
production cost, bearing in mind that 
these overhead and intangible items are 
subject to the same ratio for accrued 
depreciation. 

Hence we have as the reproduction 
cost, depreciated, the following: 
Value of physical property depre- 


ciated 150,000 
Add intangibles and overheads, 174% 26,250 


Total reproduction cost, depreciated $176,250 


Using our independent judgment, 
after considering the character of re- 
spondent’s plant, the book cost of in- 
vested capital as shown on the com- 
pany’s books, the reproduction cost 
new and the accrued depreciation, and 
giving effect to the fact that the re- 
spondent’s plant is a going concern, we 
find that the fair value of respondent’s 
plant, used and useful for utility pur- 
poses, at the date of the final order in 
this case was $175,000. To this must 
be added $11,000 allowed for working 
capital and supplies and material; and 
we determine that $186,000 was the 
proper rate base on which a fair and 
reasonable return should be allowed 
the respondent. 


Annual Depreciation 


[29, 30] A careful consideration of 
the Commission’s discussion of this 
subject has convinced us that the re- 
spondent will be deprived of a fair 
return even if the Commission had 
applied its reasoning to a correct base. 
Our present purpose is, therefore, to 
point out the particular errors which 
have led to that result. 

We agree with the conclusion of the 
Commission and the expert witnesses 
that allowances for annual deprecia- 
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tion should be rezsonably consistent 
with allowances for accrued deprecia- 
tion. We also agree with the assump- 
tion of the Commission that where the 
actual experience of a particular utility 
is available and the rates of that utility 
are being examined, such information 
is of great value. 

The company presented its claim 
for annual depreciation principally 
through the testimony of the two ex- 
perts, Dreyfus and Scharff, and the 
complainants in the testimony of the 
expert, Davis. Dreyfus fixed the 
amount at $6,500, Scharff at $5,109, 
and Davis at $4,202, while the Com- 
mission concluded that the company 
was only entitled to $2,297. The Com- 
mission disregarded the conclusions of 
the experts on both sides and refused 
to follow the methods adopted by those 
experts. They adopted a method of 
their own. The Commission turned 
to the books of the company and dis- 
covered that for the period from Jan- 
uary 1, 1920, to May 31, 1937, the 
company had annually set up as a re- 
serve for depreciation from the earn- 
ings of the company sums which ag- 
gregated in the end $78,422.38. It 
then found as a fact that that sum was 
a reasonable amount of depreciation 
for that period. It then showed by 
calculations that this would amount 
to an annual depreciation of $4,369.34, 
and that if the 4 per cent sinking-fund 
method were adopted an annual al- 
lowance of $2,297.16 would with in- 
terest at 4 per cent produce the total of 
$78,422.38. It states that the per- 
centage that will produce this sum, 
when applied to the fixed capital on 
the books of respondent at the close 
of each year or period from January 
1, 1920, to May 31, 1937, is 3.03 per 


cent. The Commission conceded as a 
basis for its calculations and conclu- 
sions that the amount claimed by the 
company was proper. 

In short, the Commission accepted 
$4,369.34 as a reasonable amount for 
depreciation and then proceeded ar- 
bitrarily to reduce that amount to 
$2,297 by multiplying and dividing, 
forgetting that it had found the larger 
sum represented the actual deprecia- 
tion. The Commission’s whole cal- 
culation is based on the conclusion that 
the amount claimed by the company 
is a fair amount and that the amount 
so claimed on the books of the com- 
pany is conclusive against it, but the 
company claimed $4,369.34 and not 
$2,297, and no theory for calculating 
depreciation can change that fact. 
Consequently, the Commission’s find- 
ing is left without any support what- 
ever. In addition, it is out of all pro- 
portion, not only to the conclusion of 
the company’s experts, but is only 
about one-half of that shown to be 
proper by the experts representing the 
parties who initiated this proceeding. 
Such a conclusion is arbitrary, unrea- 
sonable and without legal warrant. 

[31] Weare also of the opinion that 
the Commission in discussing the gen- 
eral subject of depreciation showed 
that it failed to give due consideration 
to the element of obsolescence as an 
item to be considered in arriving at a 
proper allowance. For further discus- 
sion of this subject we refer to what 
the expert, Scharff, said in his testi- 
mony. That obsolescence is an im- 
portant item was shown by the history 
of electric street railways and is made 
evident today by the rapid improve- 
ments that have been made in electric 
equipment resulting in the displacement 
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of much machinery before it has served 
its normal life. In determining a 
proper amount to be allowed for de- 
preciation, consideration must be given 
to the interests of the investing public 
as well as to the consumer. No busi- 
ness can be successfully operated for 
any reasonable length of time without 
making adequate allowance for depre- 
ciation. The claim for depreciation is 
never fanciful but is just as real as any 
other element with which we must deal 
in fixing rates. 

[82] Finally, even though the prop- 
er basic facts are found for fixing an- 
nual depreciation, the sinking-fund 
method must be applied with discrim- 
ination as we pointed out in the Chel- 
tenham & Abington Case, supra. We 


make special reference again to what 
was there said because it is applicable 
to the present situation. 


In our opin- 
ion, if the sinking-fund method is 
adopted the increment by way of re- 
turn in the form of interest should be 
calculated on the basis of the highest 
grade investments such as Federal, 
state, or municipal securities and it 
is clear that such investments cannot 
be secured at this time so as to yield 4 
per cent and have the funds available 
when needed. The Commission in this 
connection said: “It follows, there- 
fore, that respondent can invest 62 per 
cent of its depreciation funds in its 
own property on which it will receive a 
return of at least 6 per cent, and that 
only 38 per cent of the fund need be 
kept in marketable assets available for 
ready liquidation in order to meet cur- 
rent requirements. On this basis, if 
the funds necessarily invested in mar- 
ketable assets earned only 1 per cent, 
the overall earnings of the fund would 
be in excess of 4 per cent. Therefore, 
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the Commission in this case finds that 
an allowance for annual depreciation 
based upon the annuity required by a 
4 per cent sinking fund will adequately 
provide for return of the investment at 
the end of its life.” (24 PUR(NS) 
337, 363). The fallacy in this argu- 
ment is readily discovered. Interest 
returns vary in inverse proportion to 
the sufficiency of the security on which 
the loan is made. Assume that a2 
per cent return can be secured on a 
state or Federal bond, while 6 per cent 
may be secured on some other less 
sound security. The lender demands 
the higher rate for the risk which he 
takes. When the sinking-fund method 
is employed it assumes that no risk 
is to be incurred and on such a basis 
should the accumulations be calculated. 
If the company sees fit to invest the 
money in less desirable securities on 
account of receiving a greater gain, it 
assumes the risk and is entitled to the 
additional return. In short, the whole 
method of calculating depreciation on 
the sinking-fund basis is predicated on 
the assumption of absolute safety. In 
our opinion a much fairer result will be 
obtained if the Commission gives con- 
sideration to different methods of cal- 
culating depreciation before reaching 
a final result for there are advantages 
and disadvantages, as we have pointed 
out, in the employment of the sinking- 
fund method. 

[83] The discussions of the experts 
require some further comment by us. 
As we understand the position of the 
expert, Davis, he excluded from the 
value of the physical property as a 
basis for calculating depreciation, the 
overhead items of administrative and 
engineering expenses incident to con- 
31 P.U.R.(N.S.) 
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struction and allowance for omissions 
and contingencies. These items are 
just as much a part of the value of the 
physical plant as anything else that 
enters into its construction and such 
values disappear and are lost as the 
plant depreciates in value or becomes 
obsolescent. 

Giving due weight to the methods 
of calculating depreciation adopted by 
the several engineers and the sinking- 
fund method used by the Commission, 
at a fairer rate of return than 4 per 
cent, we find that $4,500 is a fair and 
reasonable allowance for annual de- 
preciation. 


Operating Expenses, Etc. 


We come then to expenses of opera- 
tion, including managerial fees and the 
expenses of rate litigation. 

The Commission determined the 
allowable operating expenses of re- 
spondent for the 17-month period 
from January 1, 1936, to May 31, 
1937, and was of the opinion that 
such allowable expenses reflected the 
reasonable, average, and normal op- 
erating expenses of respondent. To 
the period so used we find no substan- 
tial objection. 

The operating expenses of respond- 
ent, exclusive of taxes and provision 
for depreciation (and exclusive of ren- 
tal of its general office at Brookville, in 
the amount of $1,200 for 1936, and 
$500 for 1937), were $75,590.16 for 
the year 1936, and $28,049.16 for the 
five months ending May 31, 1937. 
The Commission disallowed a total of 
$22,760.51 of the operating expenses 
incurred for the twelve months ending 
December 31, 1936, and $4,586.41 of 
the operating expenses incurred for 
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the five months ending May 31, 1937! 
The Commission allowed $600 for 
rental of its general office at Brookville 
as a proper annual charge to operating 
expenses. 

The total allowable operating ex. 
penses, as found by the Commission, 
over the 17-month period were $77- 





5 Mos. 
. Ended May 
1936 31, 1937 


Operating expenses as re- 
flected on books of re- 
spondent exclusive of 
taxes and provision for 
depreciation and rental $75,590.16 $28,049.16 


Adjustments : 


Disallowed Expenses: 
Generation by Gas Power 


Pool Expenses from Penn- 
sylvania Elec. Co.: 

Utility Clearing Corpora- 
tion 

Utility Employees Secu- 
rities Co. 

General Expenses: 

Management Fees 

Corporate Records and 
Secretarial Assistants 

Utility Accountants and 
Tax Consultants 

E. J. Cheney 

Overaccrual for Corporate 
and Advisory Expense 

Ford, Bacon and Davis 

Utility Clearing Corpo- 
atribut 


4,118.57. 615.77 


1,503.10 
309.63 


491.42 
213.38 


2,392.24 
371.82 = 121.77 


631.63 149.78 
43.00 9.75 


437.75 


1,112.87 


1,099.63 
149.72 
25.00 
259.20 
1,000.00 


28.56 
22.08 
12,240.25 


Un citectibte Consumers 
Accounts 

Public Service Commis- 
sion Expenses 





Total Disallowed Ex- 


$22,760.51 $4,586.41 





Additional Expenses 
Allowed: 

Generation by Gas Power 

Rent of Office at Brook- 


35.79 
250.00 


85.90 
600.00 


Total Additional Expenses $685.90 
Adjusted operating ex- 
penses exclusive of 


taxes and provision 
for depreciation $53,515.55 $23,748.54 


Order Nisi of P.U.C. dated July 5, 1938— 
(189a, 190a). 
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264.09, or $4,544.94 per month, and 
on this basis the Commission allowed 
yearly operating expenses of $54,- 
539.28. 

The items of expense disallowed, 
and for which respondent now claims 
an allowance, may be classified as fol- 
lows: 

A. Charges made by affiliates (ad- 
mitted) and others to respondent 
through the Pennsylvania [Electric 
Company. 

B. Direct charges made to respond- 
ent by affiliates (admitted or so found 
by Commission), including manage- 
ment fees. 

C. Other direct expenses of re- 
spondent. 

It appears that all accounting work 
incident to keeping consumer and mis- 
cellaneous operating records was per- 
formed by the office force at Brook- 
ville, and that the general books of ac- 
count of respondent were kept by the 
accounting department of Pennsyl- 
vania Electric Company at Johnstown. 
Included in the operating expenses on 
the books of respondent, as recorded 
by the accounting department and 
management of Pennsylvania Electric 
Company, were charges from admitted 
affiliate interests and others included in 
certain accounts which were pooled on 
the books of Pennsylvania Electric 
Company and apportioned in part to 
respondent. The charges to the pool 
account of Pennsylvania Electric Com- 
pany consisted of (1) charges arising 
from Utility Clearing Corporation; 
(2) contributions to Utilities Em- 
ployees Securities Company; and (3) 
charges from other sources including 
Pennsylvania Electric Company itself. 

[34] Utility Clearing Corporation, 
Utilities Employees Securities Compa- 
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ny, and Utility Management Corpora- 
tion are admitted affiliates. The Com- 
mission found that Utilities Account- 
ants and Tax Consultants (Utility and 
Financial Accountants, Inc.), Corpo- 
rate Records and Secretarial Assist- 
ants, and E. J. Cheney were affiliates 
of respondent. Such finding was 
based largely on the report of J. A. 
Wilhelm and Harry Osman, which 
was a report submitted to the Federal 
Power Commission. This report was 
received in evidence by the Commis- 
sion, over the objection of counsel for 
respondent. It contained facts show- 
ing affiliation between respondent and 
the nonadmitted affiliates, and it was 
upon the facts contained in this re- 
port that the Commission based its 
findings of affiliation. Both Wilhelm 
and Osman, the former an employee of 
the Pennsylvania Public Utility Com- 
mission, and the latter an employee of 
the Federal Power Commission, iden- 
tified the report and explained its 
sources, and were availabe to counsel 
for respondent for cross-examination. 
The sources were the books of the vari- 
ous companies comprising the Asso- 
ciated Gas and Electric system. We 
think that the report was properly ad- 
missible. As stated in Muskogee Gas 
& E. Co. v. State, 81 Okla 176, PUR 
1920C 806, 813, 186 Pac 730, 733: 
“The witness is not giving the con- 
tents of the books as such. He is 
merely stating what he has found out 
and knows from his own knowledge. 
This the company has opportunity to 
rebut if it has in its possession the rec- 
ords and books from which the ex- 
hibits were compiled.” Certainly the 
books of the Associated Gas and Elec- 
tric companies were available to re- 
spondent in this case. 
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Neither the Public Service Com- 
pany Law (Act of July 26, 1913, P.L. 
1374, 66 PS § 1 et seq.) nor the Public 
Utility Law (Act of May 28, 1937, 
P.L. 1053, 66 PS § 1101 et seq.) con- 
tains any provisions relating to the 
kind of evidence which may be re- 
ceived and acted upon by the Com- 
mission, and we do not think that the 
legislature contemplated that the strict 
rules of evidence should be rigidly ap- 
plied to Commission hearings. Schuyl- 
kill R. Co. v. Public Service Commis- 
sion (1920) 268 Pa 430, 432, PUR 
1921C 114, 112 Atl 5. We do not 
conceive that respondent was deprived 
of any right by the admission of the 
report, or that such admission violat- 
ed any applicable rule of law. Re- 
spondent had ample opportunity to es- 
tablish that the facts set forth in the 
report were incorrect and not taken 
from the proper books and records. 

[35] We conclude that the Commis- 
sion’s finding with respect to affiliation 
between respondent and Utility Ac- 
countants and Tax Consultants (Util- 
ity and Financial Accountants, Inc.), 
Corporate Records and Secretarial As- 
sistants, and E. J. Cheney, was sup- 
ported by the evidence.® 

Consequently, the burden was on 


respondent to show that such expenses 
paid to these affiliates were for services 
which were reasonable and proper, and 
that such amounts so paid were not in 
excess of the reasonable cost of fur. 
nishing such services. See § 701 (a) 
and (c) of Act of May 28, 1937, PL. 
1053, 66 PS § 1271 (a,c). 

By its orders dated June 8, June 15, 
and July 1, 1937, the Commission re. 
quired respondent to submit certain in- 
formation which it deemed pertinent 
to a consideration of such items of op- 
erating expenses. The information 
which was sought by the Commission 
was as follows: (a) copies of bills, 
(b) cost to billing company for alleged 
services and necessity therefor, (c) 
amounts charged to each account on 
books of respondent, together with 
complete underlying details, (d) proof 


that any specific service was rendered, 
and (e) analysis of pool accounts of 
Pennsylvania Electric Company and 
amounts allocated therefrom to re- 
spondent together with the same in- 
formation required under (a) to (d), 
inclusive. 


[86] The Commission disallowed 
any payments made to these affiliated 
interests on the ground that there was 
no evidence in the record as to the val- 





5 See Act of May 28, 1937, P.L. 1053, Art. 
XI, § 1107, 66 PS § 1437. 

6 “This conclusion is based upon the follow- 
ing facts: That respondent is directly con- 
trolled by Central U. S. Utilities Corporation 
which corporation is indirectly controlled by 
Associated Gas & Electric Properties, a 
Massachusetts trust, which is owned jointly 
by H. C. Hopson and J. I. Mange; that the 
interests, which control respondent, either 
directly or indirectly, also control Utility 
Accountants and Tax Consultants, Utility 
and Financial Advertising Agency, Daniel 
Starch and Staff, and E. J. Cheney; that 
such interests either singly or in conjunc- 
tion with one or more other persons or cor- 
porations, are exercising full and unhindered 
influence and control over the policies, acts, 


and actions of respondent; that such in- 
terests stand in such relationship to respond- 
ent that there is an absence of free and equal 
bargaining power between respondent and the 
persons and corporations herein held to be 
affiliates; that affiliation exists because of in- 
terlocking directors, officers and employees 
and by their acts and actions; that these per- 
sons and corporations are under the dominant 
control and management of the same persons 
and corporations who control respondent; and 
that the Associated Gas & Electric Company 
itself deems all such corporations and persons 
as affiliates because of the execution and opera- 
tion of the life insurance contracts heretofore 
reviewed.” (Order Nisi of P.U.C. dated July 
5, 1938, pp. 132a, 133a, 24 PUR(NS) 337, 371.) 
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ue, necessity, or benefit of the services 
rendered by these affiliated companies 
to respondent ; but the Commission in 
its brief recognizes that respondent did 
receive some necessary services from 
its affiliates and that the affiliates may 
beable to supply those services at a cost 
to respondent lower than if the services 
were secured elsewhere. In the Com- 
mission’s brief it is also stated: “If 
appellant will properly support the 
charges, the Commission will allow 
them.” 

Charges arising out of intercompa- 
ny relationships between affiliated com- 
panies should be scrutinized with care 
(Johnsonburg v. Public Service Com- 
mission [1930] 98 Pa Super Ct 284, 
291; Chambersburg Gas Co. v. Public 
Service Commission [1935] 116 Pa 
Super Ct 196, 226, 7 PUR(NS) 359, 
176 Atl 794); and if there is an ab- 
sence of data and information from 
which the reasonableness and propriety 
of the services rendered and the rea- 
sonable cost of rendering such services 
by the servicing companies can be as- 
certained by the Commission, allow- 
ance is properly refused. New York 
State Electric & Gas Corp. v. Public 
Service Commission (1935) 245 App 
Div 131,9 PUR(NS) 163, 281 NY 
Supp 384; Id. (1937) 274 NY 591, 
10 NE(2d) 567; Id. (1937) 275 NY 
334, 11 NE(2d) 736; Smith v. Illinois 
Bell Teleph. Co. (1930) 282 US 133, 
i L ed 255, PUR1931A 1, 51 S Ct 

The Commission’s appraisal of the 
evidence led it to conclude that many 
of the charges by the affiliated compa- 
nies were for the direct or indirect 
benefit of holding and intermediate 
holding companies in the Associated 
Gasand Electric system. With this we 
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concur. Moreover, the record in this 
case is an illustration of the fact that 
effective and satisfactory state regula- 
tion of utilities is made increasingly 
difficult by the progressive integration 
of utility services under holding com- 
pany domination. 

The desire of public utility manage- 
ment, evidenced by various methods, 
to secure the highest possible return 
to the ultimate owners is incompatible. 
with the semipublic nature of the util- 
ity business, which the management di- 
rects. It therefore follows that the 
Commission should scrutinize careful- 
ly charges by affiliates, as inflated 
charges to the operating company may 
be a means to improperly increase the 
allowable revenue and raise the cost to 
consumers of utility service, as well as 
an unwarranted source of profit to the 
ultimate holding company. 

A. The Commission disallowed 
charges made by Utility Clearing Cor- 
poration and Utilities Employees Se- 
curities Company (admitted affiliates ) 
to respondent through the Pennsyl- 
vania Electric Company. The Utility 
Clearing Corporation, the Commission 
found, acted in the capacity of a clear- 
ing house for the acceptance, payment, 
and apportionment of bills rendered to 
holding and intermediate holding com- 
panies in the Associated system by af- 
filiated companies and others, and 
that bills thus rendered were charged 
to pool accounts on the books of the 
clearing corporation, and upon appor- 
tionment the pool accounts were cred- 
ited and concurrent charges made to 
the Utility Management Corporation 
and various operating companies in 
the Associated system, including 
Pennsylvania Electric Company and 
respondent. During the year 1936 
31 P.U.R.(N.S.) 





PENNSYLVANIA SUPERIOR COURT 


the amount thus apportioned or 
charged to the Pennsylvania Electric 
Company was $300,169.37, and for 
the five months ending May 31, 1937, 
$60,671.92. The Pennsylvania Elec- 
tric Company allocated these total pool 
expenses to itself and other Associated 
system comp2nies operating in the 
western part of Pennsylvania, and 
commonly called the ‘Western Penn- 
sylvania group,” based upon the rela- 
tionship of the gross operating reve- 
nue of each company in the group to 
the total gross operating revenue of 
the companies in that group. The to- 
tal expense thus found and applied to 
the total pool expense in arriving at 
the amount to be allocated to appel- 
lant was 0.50 per cent in 1936, and 
0.81 per cent for the five months end- 
ing May 31, 1937. The cost of the 
services to the Utility Clearing Cor- 
poration does not appear, nor was the 
need for the service by respondent 
adequately established. Respondent 
failed to sustain the burden of proof, 
and the Commission committed no er- 
ror, nor did it act improperly, in ex- 
cluding such payment as an operating 
expense. It is evident from the bills 
of the Utility Clearing Corporation 
that much of the service performed by 
this company was for the benefit of 
holding and intermediate holding com- 
panies in the Associated Gas and Elec- 
tric system, although some service 
which was necessary and _ beneficial 
may have been rendered to respondent 
and other operating companies. 

The Commission (24 PUR(NS) 
at p. 377) likewise properly disallowed 
respondent’s apportioned contribu- 
tions to Utilities Employees Securities 
Company, an admitted affiliate. The 
record does not show that these pay- 
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ments were for benefits received by 
respondent. The record shows that 
out of a total of $71,066.83 “charceq 
to Injuries and Damages on the books 
of Pennsylvania Electric Company, 
$61,926.85 represented contributions 
made by Pennsylvania Electric Com- 
pany to Utilities Employees Securities 
Company during the year 1936; and 
also that contributions were made to 
the same company in the amount of 
$26,346.43 during the 5-month period 
ending May 31, 1937, and charged to 
Account ‘800. Employees Welfare 
Expense.’” These sums were also 
prorated in part to respondent. The 
Commission found that the contribu- 
tions were used to increase the stock 
equity of Associated Gas and Electric 
Company in Utilities Employees Secu- 
rities Company, and that the contri- 
butions accrued entirely to the benefit 
of the former. After excluding charg- 
es from Utility Clearing Corporation 
and contributions to Utilities Employ- 
ees Securities Company, the Commis- 
sion allowed the balance prorated to 
respondent from the pool accounts of 
Pennsylvania Electric Company, 
which was $891.25 for the year 1936, 
and $621.75 for the 5-month period 
ending May 31, 1937, representing, as 
the Commission found, a fair and rea- 
sonable allowance for the services 
rendered and expenses incurred by 
Pennsylvania Electric Company on 
respondent’s behalf. 

B. The Commission disallowed 
charges made by Corporate Records 
and Secretarial Assistants, Utility 
Accountants and Tax Consultants, and 
E. J. Cheney, which were found by 
the Commission to be affiliates of re- 
spondent. The Commission (24 PUR 
(NS) at p. 385) disallowed these items 
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as proper operating expenses because 
respondent “failed, refused or neg- 
lected to. furnish data showing (a) 
the cost to the original billing com- 
pany of furnishing the service, (b) 
proof that specific service was ren- 
dered and the necessity therefor, and 
(c) contractual relationship and work- 
ing arrangements with respondent.” 
The Commission was justified in dis- 
allowing these items on the evidence in 
the record. 

The Commission disallowed a 
charge of $149.72 made directly to re- 
spondent by Utility Clearing Corpo- 
ration, an admitted affiliate. The evi- 
dence does not support the allowance 
of this charge as an operating ex- 
pense; the charge does not appear to 
have been for the benefit of respond- 
ent. 

Under the terms of a contract, Solar 
paid Utility Management Corporation 
2} per cent per year of its gross earn- 
ings for acting as its operating man- 
ager; the amount which respondent 
paid for 1936 was $2,392.24, and for 
the five months ending May 31, 1937, 
$1,112.87. The Commission disal- 
lowed these payments as proper oper- 
ating expenses. The Commission 
stated that respondent did not obey 
the order of the Commission, dated 
June 15, 1937, in which order the 
Commission directed it to submit 
“data with respect to billings by the 
Utility Management Corporation, for 
the year 1936 and five months’ period 
ending May 31, 1937, setting forth 
(a) cost to respondent as evidenced 
by billings for management fees, (b) 
cost to the Utility Management Cor- 
poration for furnishing management 
service to respondent together with 
full and complete underlying details, 
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(c) the accounts charged on the books 
of respondent as the result of billings 
by the Utility Management Corpora- 
tion, and (d) necessity for such serv- 
ice and proof of specific service hav- 
ing been rendered,” (24 PUR(NS) 
at p. 381), and disallowed the man- 
agement fees in their entirety as op- 
erating expenses of respondent, for 
the following reasons: “(a) That 
respondent did not submit data to show 
the cost to the operating manager for 
specific management services alleged- 
ly furnished or the necessity therefor 
as provided in the Commission’s or- 
der of June 15, 1937; (b) that re- 
spondent placed no data in the record 
to indicate what the cost to respond- 
ent for management service would 
have been if such service had been se- 
cured from a nonaffiiated interest; 
(c) that the record indicates that the 
operating personnel at Brookville is 
adequate to meet the management 
problems of a company of this size; 
(d) that respondent has failed to sus- 
tain the burden of proof to show that 
management services were actually 
rendered or that any such services 
were reasonably necessary to the effi- 
cient operation of the property of re- 
spondent; and (e) that respondent 
has failed to show that the manage- 
ment contract is in the public interest 
or even that it is in the interest of re- 
spondent itself and that on the con- 
trary, the record strongly indicates the 
contract to be detrimental to respond- 
ent and against public interest.” (24 
PUR(NS) at p. 384.) 


“Management fees charged against 
a public service company by the hold- 
ing corporation in control by virtue of 
its stock ownership, [are] in a some- 
what different position from ordinary 
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operating expenses. The relation be- 
tween the companies warrants the 
Commission in giving close scrutiny 
to and requiring adequate proof of the 
benefit or advantage accruing to the 
public service company, and in turn to 
the public, by the management con- 
tract, which the Commission found 
wholly lacking in this case.” Scran- 
ton-Spring Brook Water Service Co. 
v. Public Service Commission (1935) 
119 Pa Super Ct 117, 142, 14 PUR 
(NS) 73, 89, 181 Atl 77, 87. 

We find no compelling reason to ob- 
ject to the ruling of the Commission, 
except as to (c), which, although the 
conclusion may be correct, lacks evi- 
dential support in the record; how- 
ever, it does not affect the main con- 
tention. 

C. The Commission’s disallowance 
of contributions by respondent in the 
amount of $28.56, and $25 for the 
year 1936 and the first five months of 
1937, respectively, must be sustained ; 
the amounts involved are trivial. They 
are expenditures which are entirely op- 
tional and not compulsory, and it does 
not appear that any adverse effect on 
respondent’s revenue would ensue if 
such contributions and donations were 
not made. Denver Union Stock Yard 
Co. v. United States (1938) 304 US 
470, 482, 483, 82 L ed 1469, 24 PUR 
(NS) 155, 58 S Ct 990. 

Respondent included in operating 
expenses for 1936 and the five months 
ending May 31, 1937, the sums of 
$600 and $50., respectively, for uncol- 
lectible consumers’ accounts. The 
Commission disallowed $259.20 for 
the five months of 1937 as being an 
excess amount to place in a reserve 
for such purpose, and found that the 
proper provision for uncollectible con- 
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sumers’ accounts should be $5779) 
for the year 1936, and $240.80 for the 
five months ending May 31, 1937 
The Commission’s finding was based 
upon the actual experience of fe. 
spondent during a 65-month period 
On the basis of the respondent’s ex. 
perience, we are of the opinion that 
the Commission’s allowance for u.- 
collectible consumers’ accounts is prop- 
er and adequate. Chambersburg Gas 
Co. v. Public Service Commission, su- 
pra, 116 Pa Super Ct at p. 225, 

Respondent made provision for cer- 
tain advisory and corporate expenses 
by creating an account entitled “Re- 
serve for Advisory and Corporate Ex- 
penses,” with concurrent charges to 
“Other General Expenses”’ for the five 
months ending May 31, 1937. This 
item of $437.75 represents the differ- 
ence between the amount thus accrued 
for the 5-month period and the amount 
actually expended during that period. 
The Commission disallowed this item 
in determining the normal operating 
expenses of respondent for the reason 
that there were no data of record to 
show that there was any legitimate 
anticipated expenses for which such 
an accrual should be provided. We 
find no error in the Commission’s ac- 
tion in this respect, as the overaccrual 
is not supported by respondent's ex- 
perience or by any other facts in the 
record. 

As an operating expense respondent 
included in ‘“‘Generation by Gas Pow- 
er” for the year 1936 and the five 
months ending May 31, 1937, the 
amounts of $4,118.57 and $615.77, 
respectively. The Commission found 
that respondent’s gas engine generat: 
ing plant was not used and useful in 
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the public service, and excluded the gas 
engine, generators, and auxiliary equip- 
ment of said plant as being property 
not used or useful in the public service, 
in its determination of a rate base. 
We have previously stated that it is 
our conclusion that such equipment 
should be included at 50 per cent of its 
depreciated reproduction cost, as esti- 
mated by Messrs. Dreyfus and 
Scharff. Consequently, there should 
be an allowance for the related items 
of expense of operation of the plant, 
which were disallowed by the Com- 
mission. See Commission’s brief, p. 
93. The allowable expenses for the 
gas engine generation plant would be 
$4,118.57 for the 12-month period end- 
ing December 31, 1936, and $615.77 
for the 5-month period ending May 
31,1937. In view of our conclusions, 
the Commission’s allowance for the 
quantity of power generated by the gas 
engine generating plant for the year 
1936 and the five months ending May 
31, 1937, should be excluded. 

[87] The payment to Ford, Bacon 
and Davis in the amount of $1,099.63 
was disallowed by the Commission as 
an operating expense because it rep- 
resents rate case expense. This is an 
item that should be amortized over a 
reasonable period with the other rate 
tase expenses, which we think were 
improperly disallowed by the Commis- 
sion, 

The Commission disallowed, under 
operating expenses, any amounts 
which were paid by appellant as 
charges for this rate case litigation, 
for the reasons that (1) respondent’s 
action in this case has been arbitrary 
and unwarranted, and (2) that the 
tates charged by respondent have been 
excessive. The total charges and ac- 
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cruals for rate case expenses for 1936 
and the five months ending May 31, 
1937, were $12,240.25 and $1,000, re- 
spectively. The Commission deter- 
mined that $2,589.52 in 1936 and 
$1,000 for the five months ending 
May 31, 1937, represented expenses in- 
curred in connection with investiga- 
tions undertaken by the Public Serv- 
ice Commission and the Federal Pow- 
er Commission with regard to con- 
tractual relationships and working ar- 
rangements between Pennsylvania op- 
erating companies in the Associated 
Gas and Electric system (including re- 
spondent) and their admitted and non- 
admitted affiliates, and that the balance 
of the charges in the year 1936 
amounting to $9,650.73 was incurred 
in connection with the rate proceeding 
under review. All of the expenditures 
were disallowed. 


[38] In addition to the proceedings 
referred to in the opening of this opin- 
ion, on January 6, 1936, at the in- 
stance of the Pennsylvania Public 
Service Commission, the Federal Pow- 
er Commission, by its order in the mat- 
ter of Metropolitan Edison Company 
et al., at Docket IT 5015, included 
respondent as one of the organizations 
whose affairs the Commission intend- 
ed to investigate. The charges appear- 
ing on respondent’s books for the ex- 
penses incurred in connection with this 
matter, which was instigated by the 
Public Service Commission of the 
commonwealth of Pennsylvania, and 
which respondent was obliged to de- 
fend, are among the charges disallowed 
as operating expenses by the Commis- 
sion. The relationship of these ex- 
penditures to the rate case litigation 
was such that, if the latter expenses 
should be allowed, the former should 
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be included therein. ‘Moreover, there 
is nothing in the record justifying an 
inference that the figures were errone- 
ous or the payments improvident.” 
West Ohio Gas Co. v. Ohio Pub. Util- 
ities Commission (1935) 294 US 63, 
73, 79 L ed 761, 6 PUR(NS) 449, 
455, 55 S Ct 316, 321. 


The litigation to which respondent 
has been subjected did not result from 
any action taken by it whereby it 
sought through a new tariff to raise 
its rates, which were then found to be 
excessive and unreasonable; but rather 
the expenses have resulted from 


charges incurred in self-defense. The 
inception of the rate case may have 
resulted from the proposed merger of 
respondent and Pennsylvania Electric 
Company (see Brookville v. Public 
Service Commission, 102 Pa Super Ct 
503, PURI931E 157, 157 Atl 513, 


affirmed [1932] 307 Pa 194, PUR 
1933A 80, 160 Atl 856), but the rec- 
ord before us clearly discloses the im- 
mediate presence, or the attachment 
soon thereafter, of objectives other 
than the establishment of just and rea- 
sonable rates. Certainly there is no 
justification for a rate case to be used 
for the purpose of “laying the ground 
work for [municipal] ownership,” or 
“for the appointment of a receiver for 
[respondent],” or for laying “the 
foundation for the dissolution of the 
charter of [respondent].” Respond- 
ent’s expenses did not arise out of an 
attempt to establish an excessive and 
unreasonable rate schedule, but were 
incurred in defense of a rate schedule 
under which it had legally been operat- 
ing. In such circumstances there ap- 
pears to be no sound reason why re- 
spondent should be subjected to the 
payment of reasonable litigation ex- 
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penses, incurred in defense of ratg 
which it was properly charging under 
Commission supervision. The fag 
that an eventual reduction of its rate 
was ordered, would not militate agains 
this conclusion. Since 1913, respond. 
ent “has been subject to supervision by 
a Commission empowered to prohibit 
unreasonable rates and the presump- 
tion is that any profits from its busi- 
ness were lawfully acquired.” Newton 
v. Consolidated Gas Co. 258 US 165, 
175, 66 L ed 538, PUR1922B 752 
757, 42 S Ct 264, 267. In Driscoll y, 
Edison Light & P. Co. (1939) 307 US 
104, 83 L ed 1134, 28 PUR(NS) 65, 
75, 59 S Ct 715, Mr. Justice Reed, 
speaking for the Supreme Court said: 
“As the Commission concluded that 
the prior rates of the company were 
obviously excessive, it allowed nothing 
for expense in defending them. Con- 
sequently there is no discussion of the 
reasonableness of the amount of the 
company’s charge and we accept them 
as reasonable. Even where the rates 
in effect are excessive, on a proceeding 
by a Commission to determine reason- 
ableness, we are of the view that the 
utility should be allowed its fair and 
proper expenses for presenting its side 
to the Commission.” (Italics sup- 
plied.) 

In Scranton-Spring Brook Water 
Service Co. v. Public Service Commis- 
sion, supra, respondent-appellant took 
the initiatory action by filing a tariff 
schedule raising its rates to an extent 
found by the Commission to be exces- 
sive and unreasonable, and we held that 
there had been no reason why the liti- 
gation expense caused by its own un- 
just and unreasonable action should 
be saddled upon the public. That 1s 
not the situation before us in the i- 
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stant case, where the litigation ex- 
penses incident to respondent’s defense 
are the result of proceedings instituted 
by or through the Commission to de- 
termine reasonableness. We are of the 
opinion that there should be an allow- 
ance for rate case expenses in the 
amount of $12,240.25 for 1936 and 
$1,000 for the first five months of 
1937, and that the same should be 
amortized over a period of six years, 
and that the sum of $1,099.60 paid to 
Ford, Bacon and Davis during 1936, 
in connection with investigation and 
checks of valuations, be similarly 
amortized as a rate case expense; the 
total to be amortized would be $14,- 
339.88, which, with interest at 6 per 
cent, would require an annual allow- 
ance for six years of $2,916.20. 

[89] Respondent pays $1,200 per 
year, or $100 per month, for its general 
office at Brookville, and the same is 
used for collection and other general 
office purposes, while electrical appli- 
ances are also there on display. The 
Commission disallowed in gross in- 
come deductions $600 of the rental 
item for 1936 and $250 for the five 
months ending May 31, 1937. The 
Commission points out that respond- 
ent did not include this rental in op- 
erating expenses, but in gross income 
deductions. The reason given by the 
Commission for the allowance of only 
$600 of this rental as a proper annual 
charge to operating expenses was that 
only approximately 50 per cent of the 
available floor space in the building in 
question is used for general office pur- 
poses, and that therefore only 50 per 
cent of this annual rental should be 
permitted as a reduction from gross 
Income of respondent. This was an 
actually incurred expense and reflected 
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by the books of respondent. A rental 
item of the amount here involved is not 
unreasonable, and we think that the 
Commission has arbitrarily concluded 
otherwise. As we view the record, the 
evidence does not support the Com- 
mission’s finding, and we think that 
the Commission’s apportionment of 
the rental to the amount of floor space 
which it considered actually utilized 
for collection and other general office 
purposes is purely arbitrary. Full al- 
lowance for the rental paid by respond- 
ent under the circumstances should be 
made. If there has been a violation of 
the law, as the Commission’s brief in- 
dicates, of § 912 of the Public Utility 
Law, 66 PS § 1352, that is a matter 
which is not here involved. 


The duty upon the Commission was 
to determine what the fair and reason- 
able expenses of operating respondent 
company would be (Chambersburg 
Gas Co. v. Public Service Commission 
(1935) 116 Pa Super Ct 196, 227, 7 
PUR(NS) 359, 176 Atl 794), and in 
so determining modern business reali- 
ties should not be ignored. The func- 
tioning of the modern corporation— 
especially the public utility—is com- 
plex, and recent state and Federal leg- 
islation has added to that complexity. 
It is unnecessary to detail the account- 
ing and reporting requirements with 
which every such corporation is con- 
fronted. It would be ignoring the ob- 
vious to conclude that this work can 
be done without a proper staff and 
without payment for the services re- 
quired. The Commission is manifest- 
ly cognizant of the situation as we 
have previously noted. Although we 
have sustained, for reasons given, most 
of the disallowances of operating ex- 
penses for ihe 17-month period, never- 
31 P.U.R.(N.S.) 
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theless we are not unmindful that ade- 
quate provision must be made for re- 
spondent’s corporate functioning and 
for its compliance with state and Fed- 
eral demands for various types of in- 
formation. The Commission has stat- 
ed that, assuming a portion of the ex- 
penses which have been disallowed are 
properly allowable operating expenses, 
it is not possible from the record to 
determine the amount thereof because 
respondent has failed, neglected, and 
refused to comply with the orders of 
the Commission to make necessary 
data available. We take it that if, in 
the future, such data is furnished the 
Commission, it will increase the annual 
operating expenses by adding such 
amount as it finds properly allowable 
for managerial, engineering, legal, and 
secretarial services performed for the 
respondent as a separate corporate 
unit; for it must not be overlooked that 
this court, in the case of Brookville v. 
Public Service Commission, 102 Pa 
Super Ct 503, PUR1931E 157, 157 
Atl 513, affirmed in (1932) 307 Pa 
194, PUR1933A 80, 160 Atl 856, re- 
versed the order of the Commission ap- 
proving the sale of all the property and 
franchises of Solar to Pennsylvania 
Electric, and remitted the record with 
directions that the rate case pending to 
Complaint Docket No. 8126—the pres- 
ent case, as consolidated with Com- 
plaint Docket No. 11404—should be 
disposed of and the fair value of 
Solar’s property be determined before 
the Commission passed upon the appli- 
cation for approval of the sale. 

One of the main reasons for our rul- 
ing was that we felt that the fair value 
of Solar’s property should be deter- 
3: P.U.R.(N.S.) 


mined and the operating expenses anj 
other items which enter into the fixing 
of fair and reasonable rates should 
ascertained before a sale and merge 
should be effected, as “it would be very 
much more difficult and expensive t 
ascertain these salient facts from th 
books of a company which has 4. 
sorbed about 150 smaller systems’ 
Supra, 102 Pa Super Ct at p. 50) 
PURI931E at p. 159. 

Our ruling was, in large measure, 
ignored, for the respondent has, to al 
practical intents and purposes, been 
operated by Pennsylvania Electric, and 
forms a link in the complicated As. 
sociated Gas and Electric system. Re. 
spondent has been assessed for man- 
agerial, consultant, and other like 
charges and expenses that bore no rea- 
sonable relation to its own needs and 
requirements. We are not able, any 
more than the Commission, to find 
from the evidence in the record what 
is the fair and reasonable amount prop- 
erly chargeable to the respondent on 
these accounts. Until the manage- 
ment in actual charge of the respon¢- 
ent is willing to furnish the Commis- 
sion the full and complete data justify- 
ing the contracts entered into with its 
affiliates in the Associated system and 
the basis justifying the assessments 
made against it in this respect, it has 
only itself to blame if it must bear the 
consequences flowing. from its nullifi- 
cation of our order and its inability or 
refusal to segregate the items of ex- 
pense properly chargeable to respond- 
ent. 

The changes which we have made in 
the Commission’s determination of al- 
lowable operating expenses are reflect- 
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ed in the following statement [cf. foot- 
note 4] : 


5 Mos. 
Ended May 

31, 1937 
Operating expenses as re- 
flected on books of re- 
spondent exclusive of 
taxes and provision for 

depreciation 


$75,590.16 $28,049.16 


Adjustments : 
Disallowed Expenses : 
Pool Expenses from Penn- 

sylvania Electric Co. : 
Utility Clearing Corpora- 

tion 1,503.10 
Utility Employees Secur- 

ities Co. 309.63 
General Expenses : 
Management Fees 
Corporate Records 

Secretarial Assistants 
Utility Accountants and 

Tax Consultants 
E. J. Cheney 9.75 
Overaccrual for Corporate 

and Advisory Expense 437.75 
Utility Clearing Corpora- 

tion 149.72 
Contributions and dona- 

25.00 


tions 
259.20 


491.42 
213.38 
2,392.24 

371.82 


631.63 
43.00 


1,112.87 
121.77 
149.78 


Uncollectible Consumers’ 
Accounts 


Total Disallowed 
EXDOHGES: . 25 3<s6e0 e- $5,302.06 $2,970.64 


$70,288.10 $25,078.52 








Additional Expenses 
Allowed : 

Rent of office at Brook- 
ville 


1,200.00 500.00 





Adjusted operating ex- 

penses exclusive of tax- 

es and provision for 

depreciation and rate 

case expense 71,488.10 25,578.52 
Less rate case expense .. 13,339.88 — 1,000.00 


$58,148.22 $24,578.52 


Using the method of calculation 
adopetd by the Commission, we find 
atotal of $82,726.74 allowable operat- 
ing expenses for the 17-month period, 
which is at the rate of $4,866.28 for 
one month, and $58,395.36 for twelve 
months or one year. 





Rate of Return 
[40] We come then to the rate of re- 
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turn. The respondent complains that 
the 6 per cent rate of return allowed 
by the Commission is inadequate and 
contrary to the evidence adduced relat- 
ing thereto; that it was the result of a 
practice adopted by the Commission, 
and followed herein, of prescribing a 
rate applicable to all utilities without 
reference to the circumstances involved 
in the particular case. We think this 
criticism is not supported by the rec- 
ord. 

The respondent called two witnesses 
who testified respecting the rate of re- 
turn. Mr. Knudsen expressed the 
opinion that 8 per cent would be a fair 
rate for respondent and Mr. Phelps 
stated that in his judgment the mini- 
mum rate of return should be 7 per 
cent. These witnesses had a very lim- 
ited knowledge of the actual operations 
of this utility, the locality it serves, and 
other individual factors proper for 
consideration in determining a fair 
rate of return. Their testimony, at 
most, reflected only their views and 
was not binding on the Commission. 
There was ample evidence of the 
amount of the investment, size and na- 
ture of the utility, risks, maintenance 
charges, and all other elements attend- 
ing this company’s origin, develop- 
ment, and operation, to give the Com- 
mission sufficient information on 
which to base a proper rate of return. 


We concede that no definite, fixed 
rule can be laid down which is arbitra- 
rily applicable to all utilities. The 
risks incurred by some utilities are 
much greater than others. The rate 
of return should therefore vary ac- 
cording to the circumstances of each 
case and be determined from the evi- 
dence adduced, like any other fact. 
Pennsylvania Power & Light Co. v. 
31 P.U.R.(N.S.) 
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Public Service Commission (1937) 
128 Pa Super.Ct 195, 213, 19 PUR 
(NS) 433, 193 Atl 427. “What may 
be a fair return for one may be inade- 
quate for another, depending upon cir- 
cumstances, locality, and risk.” Unit- 
ed R. & Electric Co. v. West, 280 US 
234, 251, 252, 74 L ed 390, PUR 
1930A 225, 228, 50 S Ct 123, 125; 
Scranton-Spring Brook Water Service 
Co. v. Public Service Commission 
(1935) 119 Pa Super Ct 117, 145, 14 
PUR(NS) 73, 181 Atl 77. 

[41] The courts have held that the 
return should be reasonably sufficient 
to assure confidence in the financial 
soundness of the utility, and should be 
adequate, under efficient and economi- 
cal management, to pay all expenses of 
operation, provide for depreciation, 
payment of interest and reasonable 
dividends, and for a reasonable amount 
to be applied to a surplus account, thus 
insuring the maintenance of credit and 
enable it to raise money necessary for 
proper discharge of its public duties. 
Bluefield Water Works & Improv. Co. 
v. West Virginia Pub. Service Com- 
mission, 262 US 679, 692, 67 L ed 
1176, PUR1923D 11, 43 S Ct 675; 
United R. & Electric Co. v. West, su- 
pra. 

[42] The rate allowed, while not 
generous, is not out of line with the 
rates approved by the appellate courts 
and cannot be said in this case to be 
confiscatory. In Willcox v. Consoli- 
dated Gas Co. (1909) 212 US 19, 48, 
50, 53 L ed 382, 29 S Ct 192, 48 LRA 
(NS) 1134, 15 Ann Cas 1034; 6 per 
cent was held by the United States 
Supreme Court to be sufficient return 
for a company supplying gas to New 
York. The rate of return of 6 per 
cent, in the case of Driscoll v. Edison 


31 P.U.R.(N.S.) 


Light & P. Co. (1939) 307 US 104 
83 L ed 1134, 28 PUR(NS) 65, 59 
S Ct 715, was held not to be confisca. 
tory. See, also, Scranton-Spring 
Brook Water Service Co. v. Public 
Service Commission, supra; Pennsyl. 
vania Power & Light Co. v. Public 
Service Commission, supra. 

It will be noted, however, that the 
order of the Commission is based on 
conditions existing at the date of its 
entry. It cannot be applied as a de- 
termination of a fair and reasonable 
return in the past. The fact that the 
complainants in their prayer for relief 
asked for a reduction of respondent’s 
rates so as to return not more than 7 
per cent upon the fair and reasonable 
value of its property, shows the change 
which has occurred in the matter of 
fair return since the institution of these 
proceedings and which is reflected in 
the Commission’s order, and affords 
ample justification for its refusal, in 
the present proceeding to make any 
order of refund or reparation, as con- 
tended for by complainants, as appel- 
lants in No. 183, even if it had au- 
thority to do so in a proceeding begun 
in 1929. 

One other matter is to be considered. 
Six per cent is, in our opinion, a fair 
and reasonable return for an estab- 
lished electric light and power com- 
pany, in present usual and ordinary 
circumstances, with its existence as- 
sured and operating under favorable 
conditions. If it is harassed by con- 
tinual agitation and litigation affecting 
its corporate existence, its corporate 
structure and credit may be affected, 
and as a consequence it may be entitled 
to a return of 7, or even 8, per cent per 
annum. 
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Schedule of Rates 


[43] The respondent asserts that the 
Commission was not warranted in or- 
dering it to file a single schedule of 
block meter rates applicable to all 
classes of customers, except street 
lighting, as it invades the managerial 
authority vested in it and is contrary to 
the practice of light and power com- 
panies in fixing schedules of rates to 
be charged customers, based on long 
years of experience. It contends that 
such a schedule will tend to discourage 
the use of electrical appliances requir- 
ing a greater consumption of electric 
energy, is detrimental to the develop- 
ment and expansion of its business, 
and that it has the right to put into ef- 
fect separate schedules of rates appli- 
cable to domestic, commercial, and in- 
dustrial uses, respectively. ‘A public 
service company, as any other com- 
pany, has the right to manage its own 
affairs to the fullest extent consistent 
with the public interest and in so far as 
they do not act contrary to law.” Hos- 
tetter v. Public Service Commission 
(1933) 110 Pa Super Ct 212, 220, 168 
Atl 493, 496. See, also, Coplay Ce- 
ment Mfg. Co. v. Public Service Com- 
mission, 271 Pa 58, 62, PUR1921E 
597, 114 Atl 649, 16 ALR 1214. 

That separate schedules of rates ap- 
plicable to domestic, commercial, and 
industrial purposes respectively are not 
in violation of law, is clearly indicated 
by § 307 of the Public Utility Law of 
May 28, 1937, P.L. 1053, 66 PS 
§ 1147, which provides that a utility 
“may establish a sliding scale of rates 
or such other method for the automa- 
tic adjustment of the rates of the pub- 
lic utility and shall provide a just and 
teasonable return on the fair value of 
the property used and useful in the 
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public service, to be determined upon 
such equitable or reasonable basis as 
shall provide such fair return.” 

A summary, submitted at the argu- 
ment, of the gross operating revenues 
of the company since the single sched- 
ule under the temporary order of Oc- 
tober 5, 1937 (20 PUR(NS) 398) 
went into effect, shows that the con- 
sumption for domestic purposes has 
been increasing, but for commercial 
and industrial purposes it has been 
decreasing. The increase was due 
partly to increase in customers and 
also in the amount of the average con- 
sumption. It would seem that while 
the Commission has authority to con- 
trol the rates so that they are not un- 
reasonable, a utility furnishing elec- 
tricity should have the right, in the 
absence of any proof of unfairness, to 
establish different schedules of rates 
for electric service for domestic, com- 
mercial, and industrial uses. 

There is nothing in our ruling in the 
Pennsylvania Power & Light Compa- 
ny Case, supra (128 Pa Super Ct 195, 
19 PUR(NS) 433, 193 Atl 427), 
which justifies the Commission in lim- 
iting respondent to a single schedule of 
block meter rates, rather than three 
separate schedules of block meter rates, 
one for domestic consumers, one for 
commercial consumers, and one for in- 
dustrial consumers, in addition to the 
schedule for street lighting. We are 
in accord with the Commission’s en- 
deavors to secure a simplification of 
schedules. To the foregoing extent 
this assignment is sustained. 


Recapitulation 


Based upon the foregoing, we find 
and determine that the total annual 
revenues to which respondent is en- 


31 P.U.R.(N.S.) 
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titled is $83,514, summarized as fol- 
lows: 
Return—6% on $186,000 


Operating expenses, exclusive of pro- 
vision for annual depreciation and 


$11,160 


taxes 

Annual depreciation 

Taxes 

Rate case expenses, amortized (for 
6 years) 


$83,514 


This is based on the assumption that 
the allowance for taxes by the Com- 
mission is correct. If the amount ac- 
tually paid is more or less than $6,- 
543, the total will be correspondingly 
affected. So will operating expenses, 
if respondent furnishes the Commis- 
sion full and satisfactory data as to 
the managerial, engineering, legal, and 
secretarial expenses properly charge- 
able to respondent. 

This amount, $83,514, is $15,066 
less than the respondent’s operating 
annual revenue of $98,580, during the 
17-month period above mentioned. It 
is $3,766 less than the net revenue per- 
mitted by the order of October 5, 1937, 
supra, but $10,979 more than the net 


revenue allowed by the final order ap- 
pealed from. 

Appeal No. 179—To the exten 
herein indicated the order of the Com. 
mission is reversed, and it is ordered 
that within thirty days of the return of 
this record, the respondent, Solar Elec. 
tric Company, shall file, post, and pub- 
lish new tariffs, effective upon ten days’ 
notice to the public, embodying rates 
for electric service designed to yield 
annual revenues not to exceed the sum 
of $83,514. Each party to pay the 
costs of printing its or his own brief; 
the cost of printing the record in No, 
179, used in both appeals, to be divided 
equally between the respondent and 
the intervening appellees, each paying 
one-half. 


Appeal No. 183 


The discussion in No. 179, in effect, 
disposes of the questions raised in this 
appeal. No good purpose would be 
served by prolonging it further. 

Appeal dismissed at the costs of ap- 
pellants. 





OKLAHOMA CORPORATION COMMISSION 


Re Power Factor Correction for Fluorescent 


Tube Lighting 


[Cause No. 17591, Order No. 13336.] 


Service, § 327 — Electric — Power factor corrective — Gaseous tube lamps. 
1. An electric consumer using neon, mercury vapor, and other gaseous 
tube lamps having low power factor may reasonably be required to install, 
at his expense, corrective equipment which will correct the power factor to 


not less than 90 per cent, p. 319. 


Rates, § 328 — Electric — Low power factor — Extra charge — Gaseous tube 


lamps. 


2. An electric consumer using neon, mercury vapor, and other gaseous tube 


31 P.U.R.(N.S.) 
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RE POWER CORRECTION FOR FLUORESCENT TUBE LIGHTING 


lamps having low power factor and failing to provide and use corrective 
equipment may reasonably be required to bear the burden of the extra cost 
to the utility of serving such uncorrected equipment by paying an additional 


charge, p. 319. 


[November 9, 1939.] 


| ykiensnenain to determine reasonableness of rule relating to 
corrective equipment and extra charge where customers use 
gaseous tube lamps; rule promulgated, 


By the CoMMISSION : 

[1,2] This is a proceeding to deter- 
mine whether electric utilities operat- 
ing in this state should be authorized 
and permitted to enforce the following 
rule: 

“In the case of neon lamps, mer- 
cury vapor lamps, and other gaseous 
tube lamps or lighting devices having 
low power factor, the company will re- 
quire the customer to provide at his 
own expense power factor corrective 
equipment which will maintain the 
power factor of each such device at 
not less than 90 per cent. In the event 
the customer fails to provide such cor- 
rective equipment, the company will 
assess an annual charge, payable 
monthly, in such an amount as will 
compensate for the difference between 
serving fully corrected equipment and 
uncorrected equipment of like size and 
character; such charge to be applied 
against all uncorrected installations 
made after the 19th day of November, 
1939, and to all existing installations 
when the same are reconstructed, ma- 
terially altered, or moved to a new lo- 
cation.” 


On the 22nd day of July, 1939, the 
Oklahoma Gas and Electric Company, 
the Public Service Company of Okla- 
homa, and Southwestern Light and 
Power Company, filed joint applica- 
tion seeking the promulgation of a gen- 
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eral order authorizing and permitting 
all electric utilities in the state of Okla-. 
homa to establish and enforce the 
above rule of service. The cause was 
docketed under the above caption and 
number and was set to be heard by the 
Commission on the 5th day of Septem- 
ber, 1939. Notice of general hearing, 
together with the proposed order, was 
published as by law required, and ad- 
ditional notice, by mailing, was given 
to many persons and firms engaged in 
the business of selling or installing 
gaseous tube lighting devices. 


The cause came regularly on for 
hearing on the 5th day of September, 
1939, Chairman Reford Bond, Com- 
missioner A. S. J. Shaw, and Com- 
missioner Ray O. Weems sitting. The 
following appearances were entered: 
For the Oklahoma Gas and Electric 
Company, L. J. Sartain; for the Pub- 
lic Service Company of Oklahoma 
and Southwestern Light and Power 
Company, V. E. McInnis and Lee 
Thompson ; for the Commission, L. V. 
Reid and Ed White. No person ap- 
peared to protest the granting of the 
order. 

The Commission, having fully con- 
sidered all the evidence adduced at the 
hearing, and being fully advised in 
the premises, is of the opinion and 
finds : 

That neon, mercury vapor, and oth- 
31 P.U.R.(N.S.) 
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er gaseous tube lamps, or lighting de- 
vices, have come into rather general 
use within the past few years, and this 
type of lighting will undoubtedly be- 
come a more and more important fac- 
tor in the lighting field because of the 
wide variety of uses. While this type 
of lighting is recognized as being 
highly efficient in respect to lighting 
qualities and economical operation, it 
has one undesirable characteristic, 
both from the standpoint of consumer 
and the electric company, namely, low 
power factor. 

In serving equipment of low power 
factor, the utility must furnish more 
current than will register on the kilo- 
watt-hour meter; this excess “watt- 
less” current, however, is no benefit 
to the consumer, but on the contrary, 
is excess current in the consumer’s 
circuit and the utility’s system, and in 
many cases would cause overloading 
and overheating of the said lines. This 
low power factor, if uncorrected, has 
a decided unfavorable effect upon the 
size of wires and other equipment re- 
quired in the consumer’s circuit, as 
well as the utility’s system. The at- 
tendant dangers and undesirable char- 
acteristics of low power factor can 
best be, and should be, cured by the 
consumer installing capacitors where 
the lighting equipment itself is in- 
stalled. Such corrective equipment 
would not increase the amount of en- 
ergy consumed, but takes the excess 
current out of the line, thus raising 
the power factor to approximately 
unity. 

The Commission further finds that 
the cost of serving uncorrected equip- 
ment is greater than the cost of serv- 
ing corrected equipment. 
31 P.U.R.(N.S.) 


The Commission is of the opinion 
and finds that it is just, fair, and rea- 
sonable to require a consumer of such 
lighting equipment having low power 
factor, to install, at his expense, cor- 
rective equipment which will correct 
the power factor to not less than 90 
per cent; and that in the event the con- 
sumer fails to provide and use such 
corrective equipment, it is just, fair, 
and reasonable to place the burden of 
the extra cost to the utility of serving 
such uncorrected equipment upon such 
consumer enjoying the service. 


Order 


It is, therefore, the order of the 
Commission, premises considered, that 
all electric utility companies operating 
within the state of Oklahoma be, and 
they are hereby authorized and per- 
mitted to enforce the following rule: 
“In the case of neon lamps, mercury 
vapor lamps, and other gaseous tube 
lamps or lighting devices having low 
power factor, the company will re- 
quire the customer to provide at his 
own expense power factor corrective 
equipment which will maintain the 
power factor of each such device at 
not less than 90 per cent. In the event 
the customer fails to provide such cor- 
rective equipment, the company will 
assess an annual charge, payable 
monthly, in such an amount as will 
compensate for the difference between 
serving fully corrected equipment and 
uncorrected equipment of like size and 
character; such charge to be applied 
against all uncorrected installations 
made after the 19th day of November. 
1939, and to all existing installations 
when the same are reconstructed, ma- 
terially altered, or moved to a new lo- 
cation.” 
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blic Utility companies everywhere are finding 

his new, electrically-operated, liquid type dupli- 

or a boon to their operating efficiency. It gets 

t copies of their financial and operating reports, 

nent and Mite schedules, specifications, engineering draw- 

size and Mes, service orders, factory orders, forms and other jobs 
> applied ith amazing speed, convenience and economy. Whole 
perations are speeded up and made more efficient. 
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Ditto Sane. 


2202 W. Harrison St., Chicago, Ill. 
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Industrial Progress 


Selected 


information about manufacturers, 


new products, and new methods. Also news on 
personnel changes, recent and coming events. 


North American System to 
Spend $38,500,000 


N™ construction and expansion programs 
now under way or planned by operating 
utility companies in the North American Co. 
group are the largest in nine years and indi- 
cate cash expenditures in 1940 almost double 
the companies spent in 1939 according to Ed- 
ward L. Shea, president. 

With major power plant projects in each 
of the operating regions in the North Ameri- 
can system, the program involves an outlay of 
almost $61,000,000, of which about $38,500,000 
is scheduled for expenditure in 1940. The bal- 
ance of more than $22,000,000 will be carried 
over into 1941 for work that cannot be com- 
pleted this year. New steam electric generat- 
ing capacity of 265,000 kilowatts will be in- 
stalled. 

North American system’s power plant proj- 
ects alone will require nearly half of the two- 
year expenditures. The balance will be for en- 
larging electric transmission and distributing 
facilities, as well as for additions to the facili- 
ties of the companies that supply steam heat- 
ing, gas and transportation services. 


I.B.M. Winner in Campaign 
for Accident Prevention 


NTERNATIONAL Business Machines Corpora- 

tion’s Endicott, N. Y. plant has won the 
grand award in the fifteenth statewide acci- 
dent prevention campaign of the Associated 
Industries of New York State, as well as the 
leading award for the precision machine group 
in the same contest, Thomas J. Watson, presi- 
dent of the company, announced recently. 

The awards were based on the plant’s 
record of 1,549,218 man-hours of operation 
without a lost time accident during the three 
months period of the campaign, terminating 
January 31st, in which 556 plants in the state 
competed. The company’s Rochester plant 
also qualified for a 100 per cent certificate for 
a perfect record of operation in its group dur- 
ing the period. 

This is the seventh consecutive year in which 
the Endicott plant has been among the win- 
ners in the Associated Industries campaigns, 
and the second time it has won the grand 
award. In 1937, in addition to this award, the 
plant received a special award for establish- 
ing a state record of 4,570,000 man-hours of 
operation over a period of nine months with- 
out a lost-time accident. For its performance 
in the campaign just closed the plant will re- 


ceive a special trophy emblematic of the best 
state record and a bronze plaque designating 
it as the leader in the precision machine group. 


Connecticut Utilities Expect 
to Spend $16,000,000 


Fase utility companies of Connecticut plan 
expenditures of approximately $16,000,000 
during the year 1940 and early in 1941. This 
would compare with approximately $11,000,000 
spent in the year 1939. 

Southern New England Telephone Company 
has budgeted $7,700,000 for gross plant ex- 
penditures in 1940, compared with $6,000,000 
in 1939. Dial switching equipment and new 
buildings at Washington, Essex, Clinton and 
East Haven are included in the program. 

United Illuminating Company of New 
Haven plans the expenditure of $5,000,000 in 
the next two years, the major part in the 
current year. This plant improvement for bet- 
terment and growth includes installation of a 
new 25,000 KW generator. 

Connecticut Light & Power Company’s bud- 
get for 1940 is $2,600,000 and includes strength- 
ening power supply facilities and extension of 
service to new territory. A new service build- 
ing will be erected at Willimantic. Connecti- 
cut Light & Power will extend its rural service 
and this year’s projects include construction of 
130 miles of transmission lines. The improve- 
ments in generating plants, electric transmis- 
sion and distribution system will aggregate 
$1,125,000. A 15,000 KVA synchronous cor- 
denser will be installed for improvement of 
service in the Waterbury area. Routine con- 
struction will involve $877,000. 


Robertshaw Laboratory Devoted 
to Temperature Controls 


bree ds of the increasing importance of its 
technical research work, the Robertshaw 
Thermostat Company, has announced the 
opening of a laboratory at Pittsburgh, Pa., 
devoted exclusively to research in the field of 
electric and gas temperature controls. 

Here all the research work which was for- 
merly done independently by three divisions— 
the Robertshaw Thermostat Company, Young- 
wood, Pa.; the American Thermometer Com- 
pany, St. Louis; and Grayson Heat Control, 
Ltd., Lynwood, Calif.—has been centralized 
and codrdinated under the direction of S. 6. 
Eskin. oe 

It is expected that each of the three divi- 
sions will greatly benefit from the use of the 
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COMBINED METERS SANGAMO TYPE HV METERS 


AND TIME-SWITCHES 


TYPE HV-11-S-2 


TYPE HV-11-A 


sdern Meters 


The Type HV instruments combine a 
standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
minimum space requirements make 
them desirable for metering and con- 


trolling off-peak loads. 


ob Modern Loads! 


y-W RCP. hed 8 a Remi arom cde) i y-U, Bf 





Wilson, Herring and Eutsler's 


PUBLIC UTILITY 
REGULATION 


571 pages, $4.00 


N analysis of the nature, extent, and problems of 
public utility regulation in the United States, 
emphasis upon the expanding role of the Federal 
vernment in the regulation of public utilities, its 
Wties in undertaking power projects and pro- 
ing tural electrification, and the issues involved 
governmental ownerships. The well-rounded treat- 
t and critical viewpoint will be of aid to all who 
interested in evaluating the present status of 
lic utility regulation, its strengths, weaknesses, and 
ifcance for privately-owned industry. 


Order from 


Public Utilities Reports, Inc. 
sey Bldg. Washington, D. C. 





SPRINGFIELD, ILLINOIS 
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DAVEY TREE TRIMMING SERVICE 


JOHN DAVEY 
Founder of Tree Surgery 


Widely Available 
@ Middle West 
@ North 
@ East 
@ South 
Always use dependable Davey Service 
DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 
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combined facilities of the laboratory, which 
are being further increased through the in- 
stallation of entirely new testing devices. 

The establishment of the Robertshaw Re- 
search Laboratory is stated by officers of the 
Robertshaw Thermostat Company to be one of 
the initial steps in a comprehensive program 
of product development, involving continuous 
investigation of new materials, new applica- 
tions, and new markets. 

The Robertshaw program contemplates 
progress in many distinct directions, not only 
as regards technical innovations and improve- 
ments but as regards the conditions under 
which thermostatically controlled equipment 
is manufactured, sold and resold. It is con- 
fidently expected that from the Robertshaw 
Research Laboratory will come the means of 
making such equipment more profitable to ap- 
pliance maker, distributor and ultimate user 
alike. 


Pacific Tel. & Tel. Co. to 
Spend $10,800,000 


wer* N. R. Powley of Pacific Telephone 
& Telegraph Company estimates first 
quarter construction expenditures this year 
at $10,800,000, an increase of $1,639,000 or 18 
per cent over like 1939 period. Projected on 
present trend, construction needs this year 
would reach $43,000,000 against $36,355,000 in 
1939. It is anticipated that gross additions to 
plant this vear will exceed any year since 1930. 


Heating & Ventilating 
Exposition Successful 


ARKING a highpoint in a successful series, 
the Sixth International Heating and 
Ventilating Exposition was held during the 
week of January 22nd to 26th, in Cleveland. 
More than 300 leading manufacturers pre- 
sented comprehensive displays of the latest 
air conditioning equipment and accessories, 
making this the largest Exposition of its kind 
ever held. Nearly 25,000 visitors from all 
parts of the United States and from many 
foreign countries were in attendance. 
The Exposition, otherwise known as the 
Air Conditioning Exposition, was held under 
the auspices of the American Society of Heat- 





MARTENS & STORMOEN 
successors to 
THONER & MARTENS 
Di ting Switch 





Heavy Duty Switches 
15 Hathaway St., Boston, Mass. 








FLETCHER MFG. CO. 
Overhead Construction Materials 
SERVING UTILITIES FOR 60 YEARS 
38 N. Canal St., Dayton, O. 
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ing and Ventilating Engineers, who, following 
an established custom, held their annual meet. 
ing during Exposition week. Meeting also in 
Cleveland was the National Warm Air Heat- 
ing and Air Conditioning Association. 


Maryland Utility Expansion 
Will Cost $1,000,000 


ps for a million-dollar expansion of the 
power plant of the Eastern Shore Public 
Service System at Vienna, Md., were an- 
nounced recently by Lewis Payne, president 
of the company. 

Erection of an addition at the north end of 
the present plant is planned, and equipment, 
including a new 7,500-kilowatt steam turbo- 
generator and supporting high-pressure boiler 
capacity, is to be installed. 

The expansion program has been approved 
by the State Public Service Commission and 
the Securities and Exchange Commission in 
Washington. 

The estimated million-dollar expenditure 
will also provide for additional substation 
equipment at Vienna to handle the increased 
power production. 

Construction will begin when engineering 
and architectural details have been finally 
approved by the company, he said, and com- 
eo of the addition is expected by January 


$4,000,000 Program Planned by 
Conn. Power Co. 


HE Connecticut Power Company will 

spend approximately $4,000,000 for new 
construction this year and funds for the pro- 
gram will be raised by new financing, accord- 
ing to Samuel Ferguson, president. 

The company is planning to install a 25,000 
kilowatt generator in its Stamford division, 
requiring the expenditure of approximately 
$3,000,000, Mr. Ferguson said. In addition, 
about $1,000,000 will be spent in transmission 
and substation work. 


Emerson Named Sales Manager 
of Roebling’s Sons Co. 


pwaArp D. Emerson, since 1937 district sales 

manager for Babcock & Wilcox Tube 
Company, has been appointed general man- 
ager of sales for John A. Roebling’s Sons 
Company, Trenton, N. J., manufacturers ot 
wire and wire products. Before his connection 
with Babcock & Wilcox, Mr. Emerson was 
sales engineer with Jones & Laughlin Steel 
Corporation. He will assume his new duties 
March Ist. 


Appliance Package Campaign 
Announced by Edison Co. 


I* addition to a codperative campaign on 
mechanical refrigerators, the Consolidated 
Edison Company of New York recently 
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THERE'S AN EXIDE FOR EVERY 
STORAGE BATTERY APPLICATION 


K POWER plants all over 
the world, the extensive 
use of Exide - Chloride Bat- 
teries in stationary service 
indicates the high regard in 
which they are held by con- 
sulting and operating engi- 
neers everywhere. 

Kept floating on the line 
and consequently well charged 
at all times, the Exide-Chloride 
affords dependable protection 
against sor ier apr in ser- 
vice occasioned through un- 
controllable emergencies. 

That explains why these 
batteries are used in such a 





wide variety of plants for the 
operation of circuit breakers, 
steam valves, boiler and fire 
alarms, telephones, remote 
control, time clocks, and for 
emergency lights, excitation 
and other services. 

Write us for detailed in- 
formation about this distinc- 
tive battery. Learn why its 
Manchester Positive and Box 
Negative plates retain their 
active material much longer 
than ordinary batteries and 
give this battery such excep- 
tional life. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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launched a new package-appliance drive, con- 
sisting of a vacuum cleaner, a floor lamp and 
an electric iron. 

The new package campaign is a significant 
departure from Consolidated’s previous bar- 
gain package, in that the purchase of the lamp 
and iron is optional. 

During March, April and May chief empha- 
sis will be placed on the appliance drive, with 
advertising scheduled in newspapers, radio, 
billboards and bill enclosures. 

The principal features of the refrigerator 
drive, called the “Triple Five,” are: Five years 
to pay, $5 down and a $5 allowance for old 
iceboxes. Codperating dealers will have the 
opportunity for additional earnings through 
participation in various pools which will be set 
up by each of the distributors. The refriger- 
ator ad campaign will use the same media 
planned for the package drive. 


Logan Aridifiers Available 
in Wide Range of Sizes 


HE Logan Engineering Company, 4912 

Lawrence Ave., Chicago, IIl., announce 
that their line of Aridifiers for removing 
moisture and oil from air and gas lines is now 
complete in all sizes from 3” to 10”. 

All sizes effectively remove dirt, scale, oil 
and moisture from compressed air lines and 
gas lines, foreign matter impinging on a multi- 
plicity of “propeller blades” revolving in 
opposite directions and propelled by the flow 
of air or gas. The arrested contamination and 
moisture is collected in the lower housing 
from where it is drawn off as occasion war- 
rants. 

All sizes are simply constructed, easy to in- 
stall in any line, interior or exterior, operate 
without back pressure and require no mainte- 
nance or attention other than a periodical 
clean-out. 

These units are designed for application to 
the air lines of stationary and portable air 
compressors to protect drills, jack hammers, 
and other air operated and actuated machines 
and equipment used in generating plants and 
in line construction and maintenance, against 
sticking, damage and breakdown from foreign 
matter in the compressed air. 

Aridifiers are pictured and described in 
Bulletin 939, now available, which gives com- 
plete operating and installation details on units 
from 3” to 10” standard pipe sizes for gas or 
air cleaning and drying. 


Chevrolet January Sales 
Best Since 1936 


"Wp eecing! dealers’ sales of new cars and 
trucks in the month of January totalled 
73,328 units, a figure which smashes all Janu- 
ary records, with the exception of a single 
year, according to an announcement by the 
company. 

Sales for the month showed a gain of 21,326 
units, or 41 per cent, over those for January 
1939 


According to the manufacturer in only one 
other January—January 1936—has the record 
of the past month been equalled, and the sales 
in January of that million-Chevrolet year were 
only 2,280 units ahead of the month just closed, 

Sales of trucks totalled 14,113, a gain of 
1,170 units over January 1939. 


Paul Cochran Named General 
Sales Manager of Buckeye 


NNOUNCEMENT was made by W. H. 
Schomburg, executive vice president of 
The Buckeye Traction Ditcher Company, 
Findlay, Ohio, during the Road Show in Chi- 
cago, that Paul B. Cochran has been placed 
in charge of sales. 

Mr. Cochran is widely known in the con- 
struction equipment industry from his many 
years of active sales work, especially during 
recent years as sales manager of the R. B, 
Equipment Division of Buckeye while that 
office was in Chicago. 

The new appointment places Mr. Cochran in 
charge of sales of all Buckeye equipment and 
brings his headquarters to the general office 
in Findlay, Ohio. 


“Drawout” Relay Important 
Advance in Switchgear 


’ 


“DRAWOUT” relay easily removable from 

the switchgear and combining in one unit 
the relay and testing devices heretofore 
mounted separately is announced by General 
Electric. This new relay consists essentially of 
three parts: (1) a case which can be mounted 
and wired permanently; (2) a self-supporting 
cradle that carries the relay elements and their 
terminals; and (3) a connecting plug that 
makes positive silver contact between the re- 
lay terminals and the studs in the case. 

To draw out the cradle containing the relay 
elements the cover of the case is removed and 
the connecting plug withdrawn. This, in order, 
opens the trip circuit, short-circuits the cur- 
rent transformers, and disconnects the poten- 
tial transformers. After the plug has been re- 
moved the cradle is easily unlatched and drawn 
out. It can then be replaced by another relay 
assembly which has been tested in the labora- 
tory, or it can be serviced on the job. With- 
drawn from its case, the relay is accessible 
from all sides, and yet protected by the cradle 
so that it may be laid on the work-table in any 
position. A separate testing plug can be in- 
serted in place of the connecting plug to test 
the relay in place on the panel. ; 

In addition to facilitating testing and servic- 
ing, the drawout relay eliminates half of the 
separate panel connections and one-third of 
the joints between the relay terminals and the 
panel terminal board necessary with old type 
relays. Re 

Built to supplement the removable circutt 
breakers in metal-clad switchgear, and the 
drawout low-voltage air circuit breaker, the 
“Drawout” relay possesses equal advantages. 
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Short Deliveries! 


Prevailing business activities do not inter- 
fere with the long-established policy of 
Pennsylvania Transformer Company to 
render quick, efficient service and to meet 


short deliveries! 





Pennsylvania invites you to fully utilize 
its extensive facilities for building trans- 
formers from the largest, most specialized 
power or industrial type to the smallest 


distribution size! 
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: 170! ISLAND AVE. ®& PITTSBURGH, PA. 
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nsmeet all Requirements 


of modern water-cooled furnaces 


Water cooling must not only operate 
under a wide range of load and 
structural conditions (as illustrated by 
the typical settings shown) but also 
must serve many entirely different 
purposes in individual boiler furnaces. 


Some areas of water-cooled furnaces 
are designed to promote combustion 
—others, to temper gases. Fre- 
quently heat input must be limited— 
sometimes radiant heat must be ab- 
sorbed rapidly. Some constructions 
must facilitate removal of ash in 
liquid form—others must condition 
ash for ease of removal in the dry 
state. 


Obviously no single type of water- 


cooled construction can be used suc- 
cessfully for all present-day boiler- 
furnace conditions and purposes. 


B&W water-cooled furnace construc- 
tions have the diversity necessary for 
meeting all these demands and their 
range of applications is sufficiently 
broad to fit every requirement. 
Fundamental details and safety fac- 
tors necessary to proper operation 
and efficiency are common to each 


type. 


That's why B&W water-cooling has 
proved so successful in application 
to more than | 100 water-tube boilers 
of all types and sizes in the United 
States and Canada. 


The Babcock & Wilcox Company—85 Liberty St., New York, N. Y. 


This booklet upon request 


We will gladly send you 
a new 32-page _illus- 
trated bulletin on 
Water-Cooled furnaces. 
It shows many typical 
boiler-furnace designs; 
illustrates seals, wall sup- 
ports, headers, studded 
tubes, and other fea- 
tures; tells of important 
requirements for water- 
cooling; describes typ- 
ical constructions. 


yw 


VATER-COOLED FURNACES 
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P. U. R. DIGEST 


CUMULATIVE 





A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
on United States Circuit Courts iin 
of Appeals 
COVERING United States District Courts ALPHABETICAL 
FIFTY YEARS State Courts CLASSIFICATION 
. Federal Regulatory OF SUBJECTS 
AN EXHAUSTIVE Commissions re q 
State Regulatory Commissions A GREAT REVIEW 
SURVEY OF ons 
Insular and Territorial Regu- 
THE LAW 


iSSi VICE 
latory Commissions A GREAT SERVIC 











WRITE FOR PRICE AND PAYMENT PLANS 


PUBLIC UTILITIES REPORTS, ING 


Tenth Floor, Munsey Building, Washington, D. C. 
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'S NEW! IT’S DIFFERENT— 

7 i The Only Machine of 
Its Kind— Performs 
BETTER and CHEAPER 
than Ever Before 





IMPORTANT OPERATIONS 
INCIDENTAL TO EVERY 
PIPE-LAYING JOB... 


THE CLEVELAND-Model 80 











TAMPS— with the Model 80 you can re- 
place as much or more dirt than was taken out. 
Machine operates astraddle of trench or 3! feet 
from edge. 


BACKFILLS— with the Model 80 you can 


work from either side of the trench either pull- 
ing in, or pushing in dirt. 


LAYS PIPE—poom and cable winches of 


Model 80 have been made extra strong per- 
mitting handling and laying pipe, pulling sheath- 
ing and doing other light crane operations. 





Write Today 
for Com- 
plete Details 
and Specifi- 


cations 























THE CLEVELAND TRENCHER COMPANY —_— 


“Pioneer of the Small Trencher” ae 
20100 ST. CLAIR AVENUE CLEVELAND, OHIO 
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OOK OVER THIS GROUP of fine new “Eveready” on-the-job flash- 
lights, specially designed to meet the special needs of oil men 
and electricians. 


The new WATERPROOF Flashlights, 3354 and 3254, are completely 
covered, switch-and-all, with a soft rubber sleeve. Unbreakable 
lenses, chrome plated reflectors. Proof against hot wires, acids, 
gasoline, oil, alcohol, greases and dirt. 


The two and three cell general purpose Industrial Flashlights, 
3251 and 3351, have unbreakable lenses, hand-replaceable switches 
are cased in semi-hard rubber. Safe with “hot stuff.” Unaffected by 
water, oil, gasoline, alcohol, acids or dropping impact. No. 3258, 
the new Flexible Extension Flashlight, answers the demand for a 
safe light for inspecting moving machinery, railway journal boxes, 
drums, barrels, sounding pipes. 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N. Y.; Branches: Chicago, San Francisco 
Unit of Union Carbide [Tj and Carbon Corporation 


The word ‘‘Eveready’”’ is the trade-mark of National Carbon Co., Inc. 
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BUT WE'VE 
(0T RESEARCH 
1150 what can 


E.T.L.do 
for us? 


¢E. T. L research and testing 
can be a valuable aid to utility 
research departments. It does 
not replace them. 


By taking advantage of E. T. 
Ls extensive testing facili- 
ties, you can avoid heavy in- 
vestment in special equip- 
ment. You pay only for the 
service you use—do not have 
funds tied up in expensive, 
seldom used apparatus. 


Over forty years experience in 
testing has specially qualified 
us to handle competently most 
testing or research problems 
that may arise. 


++. and on new developments E. T. L. 
cooperates with the utility in providing 
an authoritative, independent check on 
new developments—new processes. 





We work with you to help you deter- 
mine actual service conditions—then 
test against them. 


ELECTRICAL 
TESTING 
LABORATORIES 


ast End Avenue and 79th Street 


New York, N. Y. 
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AT THESE LOW RATES 


You Can Really Afford to Carry 
Ample Life Insurance Protection 





L 
i for your 
i olicy that protects you 
Pvt of life.* It also has cash and 
loan values. Rates 








THIs low-cost policy cannot be issued in 
amounts less than $2,500. 

At age 35 a $10,000 policy costs you only 
$12.80 per month and will pay your benefi- 
ciary either $10,000 at your death or a 
monthly income for life. Write us for full 
details, stating age. Use the coupon below. 


More than $995,000,000 Insurance in Force 


THE LINCOLN g@ NATIONAL LIFE 
INSURANCE ("39 COMPANY 


FORT WAYNE . INDIANA 
ITS NAME INDICATES ITS CHARACTER 
* According to actuarial experience 


THE LINCOLN NATIONAL LIFE INSURANCE CO. 
Dept. U.f. 25 Fort Wayne, Indiana 
Please send me full details about your Life Expectancy 
Plan, which provides ample protection at low rates, 


WY, 
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: That hits me where I live! 


THEY TELL ME the boss had’ to get 
eight thousand dollars to set me up in the 


plant with the equipment to do my job. 


No eight thousand—no job! 


A lot of people with savings had to be sold 
the idea that I could produce a profit on that 
much money, before they’d come across 
with it. 

The fellow that did the selling was an in- 
vestment banker, and I’m for him all the 
way. More power to him! 

I wish the politicians would quit shoving 
the investment bankers around and tying 
them up with a lot of screwy rules and 
regulations. 

We need more money invested in jobs, not 
less. And I don’t mean the kind the politicians 
spend tax money for. 

I mean jobs making things that people 
want, and buy. That’s where the rosy future is. 


If anyone knows a banker or any other 
business man who’s doing the wrong 
thing—why not name him and bring him 
to trial? 

But let’s not stop the whole parade because 
somebody’s out of step. Seems to me it’s time 
to give business the green light. 

I’m wise now. I work for a living with 
eight thousand iron men behind me, so I’m 
in business myself. 


And what helps business helps me! 


This message is published by 


NATION’S BUSINESS 


It is the 39th of a series contributed toward 
better understanding of the American system 
of free business enterprise. Regardless of 
your political affiliations, if you have a point 
of view you would like to express on develop- 
ments now shaping in the field of public 
policy relative to investment banking, why 
not write to your Congressman or Senator: 








Five 
“Mu 


extin 
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GRINNELL MULSIEYRE — 


A Positive Protection Against Oil Fires 


A stubborn transformer fire. 


Five Seconds after water was turned on, 
“Mulsifyre” system has completely 
extinguished the fire. 


HE patented principle of Grinnell 
“Mulsifyre” System is the conversion 

of an inflammable liquid into one which 
cannot burn by the simple and effective 
method of emulsifying it. The necessary 
mechanical agitation to form the emlusion 
is provided by discharging water alone, 
with force, onto the surface of the oil by 
means of a special discharge nozzle, per- 
fected by Grinnell, called a Projector. 
Since its introduction, the “Mulsifyre” 
System has had wide acceptance in this 
country and abroad as an effective method 
of extinguishing oil fires. It has been 
approved for use in the bilges of oil burn- 


ing ships of the United States Navy. 





Write for full details describing “Mul- 
sifyre” and its applications. Grinnell Co., 
Inc., Executive Offices, Providence, R. L., 
Branch Offices in Principal Cities. 











GRINNELL 


AUTOMATIC SPRINKLER FIRE PROTECTION 
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MAP 


of the 


PUBLIC POWER PROGRAM 


we 


“‘Federal Financing and Location 


of 


Public Power Projects; 1933-1939” 


—the most comprehensive, visual 
presentation ever made of the pub- 
lic power program. The map shows 
accurately the cost and location of 
all federal, district, state and mu- 
nicipal power projects. 


The extensive operations of the 
R.E.A. on a national scale are por- 
trayed for the first time. Few real- 
ize the growth, cost, and signifi- 
cance of this important develop- 
ment. 


A simple color scheme and dis 
tinctive symbols, designating the 
different types of projects, facili- 
tate use of the new map. More than 
350 geographic localities in which 
federal funds have been expended 
are clearly indicated. 


Invaluable to all those interested 
in the public power program. Suit- 
able for framing and wall use (size 


29 in. x 42 in.). 


Informative . Complete . Concise . Up-to-date 


Price: $2.00 a copy 


Shipped unfolded in special mailing tube, post- 
age prepaid in the United States and Canada. 


P. U. R. Executive Information Service 


1040 Munsey Bldg. 


Washington, D. C. 
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TRUCK BUYERS 
NOW TRUCK VALUES 





nded §, . and when the truck buyers of the nation purchase 
ore Chevrolets than any other make —that means 


“It pays to buy Chevrolets!” 


ested 
Suit- 
( size “Best Haulers—Best Savers—Best Sellers’’ Truck users know that Chevrolet’s famous 
the entire truck field. That’s Chevrolet Valve-in-Head Six-Cylinder Truck Engine 
cks! And the fact that they’re the “best gives the maximum pulling power at the 
minimum cost! And truck users know that 
the nation’s preference for Chevrolets is the 
buyer’s guarantee of their greater dollar value. 
Take the doubt out of truck buying this year 
—profit by the combined experience of the 
ow that Chevrolet’s extra-sturdy truck truck buyers of the nation—choose Chevrolet 
hassis and extra-sturdy truck units through- — trucks! Your Chevrolet dealer will be glad to 
t mean greater endurance and longer life! give you a thorough demonstration—today! 


llers’”’—the fact that truck users buy more 
evrolet trucks than any other make—is 
nclusive proof that Chevrolets give better 
pulage service at lower cost! Truck users 


ate 


CHEVROLET MOTOR DIVISION « General Motors Sales Corporation « DETROIT, MICHIGAN 


= CHEVROLET TRUCKS 
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Rate Changes? 








THE ONE-STEP METHOD 


OF BILL ANALYSIS 


R & §S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a consumption total accumulated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 











Continued rate changes—checking load-building activities— 
need for current customer usage data—all are reasons why 
many companies are using R & S ONE-STEP SERVICE for 
analyzing information required in productive rate making. 
Monthly or annual bill frequency tables now produced in a 
few days instead of weeks and months. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Boston Chicago Detroit Montreal Toronto 
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I-PRESSURE CONTACTS 


characterize all 


Re] E swrrcuine EQUIPMENT 


he Hi-Pressure contact, a feature originated by 
he Railway and Industrial Engineering Com- 
bany, has revolutionized modern switch design. 
Bwitch contacts are wiped clean of dirt, corrosion, 
metal oxides, etc., with each operation and a clean 
metal to metal contact is assured. 


Pressure is constant, assuring a contact which is 
tee from the arcing or spitting which interferes 
ith proper radio reception. 


he original Hi-Pressure contact switches have 
been giving satisfactory service under all operating 
onditions for many years. 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 


Sales offices in principal cities 











"same —ae 
ECONOMICAL 
LINE CLEARING 


by methods best suited 
fo your particular 
requirements 


ASPLUNDH 


TREE EXPERT COMPANY 
Home Office JENKINTOWN, PA. Osontz 3750 


Columbus, Ohio 
Adams 5432 


Chicago, Illinois 
Randolph 7100 


Binghamton, N.Y 
Binghamton 4-5314 | Bees 


Alexandria, Va. 
Alexandria 3581 


Write for our illustrated booklet: 


“‘LINE CLEARING”’ 
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E- U. R. QUESTION 
SHEETS 


AN EDUCATIONAL OPPORTU- 
NITY for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical financial 
and operating questions discussed 


and decided by the State and 
Federal Commissions and Courts 
in their investigations of public 
utility companies. 








Ten questions and answers every 
two weeks—annual subscription 
$10.00. 


Send your order to— 


PUBLIC UTILITIES 
REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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PROFESSIONAL DIRECTORY 


These pages are reserved for engineers, accountants, rate experts and others equipped 
to serve utilities in all matters relating to rate questions, appraisals, valuations, special re 
ports, investigations, design and construction. « « « « ( 














THE AMERIGAN APPRAISAL. GOMPANY 


INVESTIGATIONS e WALUATIONS ¢ REPORTS 
PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

CHICAGO - MILWAUKEE - NEW YORK + WASHINGTON ~ And Other Principal Cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








DESIGN Ford, Bacon & Davis, ne. 


CONSTEUCTION Pasineet 
OPERATING COSTS mpeees INTANGIBLES 
VALUATIONS AND REPORTS 


RATE CASES 
APPRAISALS 


CHICAGO PHILADELPHIA NEW YORK LOS ANGELES WASHINGTON 








LIVINGSTON, McDOWELL & CO. 


Usility CERTIFIED PUBLIC ACCOUNTANTS 
Consultants Rikebass 
AMERICAN INSTITUTE OF ACCOUNTANTS 
PENNSYLVANIA INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
1518 WALNUT ST. PHILADELPHIA, PA. 
D. M. LIVINGSTON, C. P. A. ( PA.) 
FORMER MEMBER: C. WHITFORD MCDOWELL, C. P. A. (PA.) (MD.) 
PENNSYLVANIA PUBLIC UTILITY COMMISSION 








J. H. MANNING & COMPANY 


120 Broadway Field Building 
New York ENGINEERS hicago 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 
Public Utility Affairs including Integration 
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SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 











Sargent & Lundy, Incorporated 


ENGINEERS 
Steam and Electric Plants 
UVtilities—Industrials 
Studies—Re ports—Design—Supervision 
Chicago 








STONE & WEBSTER ENGINEERING CORPORATION 


DESIGN AND CONSTRUCTION 
REPORTS * EXAMINATIONS * APPRAISALS 
CONSULTING ENGINEERING 


BOSTON e NEW YORK e CHICAGO ¢ PITTSBURGH © SAN FRANCISCO e LOS ANGELES 








BLACK & VEATCH ROBERT E. FOLEY 


CONSULTING ENGINEERS 


Appraisals, investigations and_ re- 
ports, design and supervision of con- Telephone Lines—Rural Lines—Fire Alarms— 
struction of Public Utility Properties Transmission Lines 


4706 BROADWAY KANSAS CITY, MO. 48 Griswold St. Binghamton, N. Y. 


Erecting Engineer 








EARL L. CARTER Francis S. HABERLY 


Consulting Engineer ENGINEER 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Appraisals—Property Accounting Reports 


PUBLIC UTILITY —Cost Trends 
VALUATIONS AND REPORTS 


814 Electric Building Indianapolis, Ind. 122 SOUTH MICHIGAN AVENUE, CHICACO 








CHENEY AND FOSTER JACKSON & MORELAND 


ENGINEERS 


Engineers and Consultants PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


61 B 
ROADWAY NEW YORK BOSTON NEW YORK 
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JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reperts 
in connection wit! 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








J. W.WOPAT | 


Consulting Engineer 
Construction Supervision 


Appraisals—Financial 
Rate Investigations 


1510 Lincoln Bank Tower Fort Wayne, Indiana 











SLOAN & COOK 
CONSULTING ENGINEERS 


120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals—Original Cost Studies 
Depreciation, Financial, and Other Investigations 








Representation in this Professional Directory 
may be obtained at very reasonable rates, 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington, D. C. 


























SPRAGUE COMBINATION METER-REGULATOR 


LATEST ACHIEVEMENT 
IN 


GAS MEASUREMENT AND 


CONTROL. 


For Manufactured, 


Natural and Butane Service 


Write for bulletin. 


THE SPRAGUE METER CO. 


Bridgeport, Conn. 
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m—_ ee Wiser. 
The most ae, MAGIC Margin takes care of all letters instantly 
Sensational Improvement | THE MARGIN is your letter’s frame of white 
° ° cy space. On the Royal, MAGIC Margin provides 
in Typewriter History 


instant finger-tip control of (a) the proper left 

and right margin arrangement of the letter, 
ONLY ROYAL HAS iT (b) the exact paragraph indention desired. 
HAVE YOU EVER watched a typ- In your office, give the New Royal 
ist set a margin on an old-style THE DESK TEST. Learn all about its 


z ‘ mazing improvements ... MAGIC Mar- 
typewriter? How different from is ~~ " 


: - gin, Locked Segment Shift Freedom, and 
the quick, easy way she does it many others. Compare the Work! 
on the New Royal! 











With macic Margin she merely 
touches a_ tiny, conveniently 
placed lever, and presto the mar- 
gin is set! Here is the automatic 
way for the operator to make 
every letter better. 


*Trade-mark, Reg. U. S. Pat. Off. 


Copyright, 1940, Royal Typewriter Company, Inc., 
- Park Avenue, New York City 


ern | 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Aluminum Company of America 
American Appraisal Company .. 
Asplundh Tree Expert Company 


B 


Babcock & Wilcox Company, The .. 
Barber Gas Burner Company, The .... 
Black & Veatch, Consulting Engineers ... 
*Breuer Electric Mfg. Co. 
Burroughs Adding Machine Company 





Cc 


*Carpenter Manufacturing Company 

Carter, Earl L., Consulting Engineer 

Cheney and Foster, Engineers 

Chevrolet Motor Division of General Motors 
Sales Corp. 

*Chicago Wheel & Mfg. Co. 

Cities Service Petroleum Products 

Cleveland Trencher Company, The .. 

*Combustion Engineering Company, Inc. 

*Corcoran-Brown Lamp Division . 

Coxhead, Ralph C., Corporation ... 

Crescent Insulated Wire & Cable Co., I 





D 


Davey Tree Expert Company 
Day & Zimmermann, Inc., En 
*Dillon, W. C. & Co., Ine. 
Ditto, Ine. 
Dodge Division of Chrysler Corp. 








E 


Electric Storage Battery Company, 
Electrical Testing Laboratories 

Elliott Company 
Elliott Addressing Machine Co., The 





F 


Fletcher Manufacturing Company 
Foley, Robert E., Erecting Engineer 
Ford, Bacon & Davis, Inc., Engineers 
*Ford Motor Company 





G 


General Electric Company 
Grinnell Company, Inc. 


Outside Back Cov 
4 





H 


Haberly, Francis S., Engineer 
Hoosier Engineering Company 


I 


International Business Machine Corporation .... 33 
International Harvester Company, Ince. ................ 18 


*Fortnightly advertisers not in this issue. 
. 


J 


Jackson & Moreland, Engineers 
Jensen, Brown & Farrell, Engineers 
Johns-Manville Corporation 

Jones & Laughlin Steel Corp. .. 


K 
Kerite Insulated Wire & Cable Company, Inc. 
The 


Kinnear Manufacturing Company, The 
Inside Back Cove 





L 


Lincoln National Life Insurance Company, The 4 
Livingston, McDowell & Co 5 
*Logan Engineering Co. 
Lumbermens Mutual Casualty Co. 


M 





*Mall Tool Company 
Manning, J. H. & Company 
Martens & Stormoen 
Merco Nordstrom Valve Company 








N 


National Association of Railroad & Utilities 
Commissioners 2 

National Carbon Company, Inc. 

Nation’s Business 

Neptune Meter C y 4 

Newport News Shipbuilding & Dry Dock Com- 
pany V 














P 


Pennsylvania Transformer Company .. 
Pittsburgh Equitable Meter Company 


R 


Railway & Industrial Engineering Company ... 
Recording & Statistical Corp. 

Remington Rand, Inc. 
Ridge Tool Company, The ... 

Riley Stoker Corporation 
Robertshaw Thermostat Company ... 
Royal Typewriter Company, Inc. 


s 





Sanderson & Porter, Engineers . 
Sangamo Electric Company 
Sargent & Lundy, Incorporated .. 
Silex Company, The Inside Front Cove 
Sloan & Cook, Consulting Engineers 

Sprague Meter Company, The 

Stone & Webster Engineering Corporation .. 


Vv 
Vulcan Soot Blower Corp. ..... 
Ww 


Westen, Byron, Company 
Wopat, J. W., Consulting Engineer ... 
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For small openings, each 
of the doors can be 





A two-door-wide openin 
can be cleared, on either 
side. 





All three doors can be 

opened at one time — 

with center posts out of 
@ way. 


OFFICES AND 


Thee KINNEAR Manujacturing 


nc 


p THE SIDE OF BUILD; 4 








A TYPICAL KINNEAR SOLUTION 
TO A LARGE DOOR PROBLEM 


Moving yachts in and out of a building requires a big 
doorway — but having to open a large door when only 
a small one is required, would waste time, money and 
labor —and heat in, winter. 


Kinnear solved the problem quicklyl Three Kinnear 
Steel Rolling Doors were installed, with two center 
mullions that swing easily out’of the way when required. 
The sketches at left show how the door equipment was 
thus made adaptable to almost any opening requirement. 


All other advantages of Kinnear Rolling Doors are 
assured, too. Floor and wall space is saved . 
doors open easily all year around .. . their all- steel 
construction defies weather and intrusion, repels fire, 
‘resists wear ... and Kinnear design means proved 
economy and durability. 


You can get better results and cut door costs in your 
plant with Kinnear Rolling Doors. They're built in any 
size, for any opening, in old or new buildings, and with 
motor or mechanical control. 


OR 
SOLVE YO ‘Youn KINNEA THe NEW 1840 
ROLLING DOORS | KINNEAR 
PROBLEMS CATALOG 
AGENTS IN ALL PRINCIPAL CITIES 


C. 


ompany 
2060 - 2080 FIELDS AVE., COLUMBUS, OHIO 


FACTORIES: SAN FRANCISCO, CALIF.: 
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A NUMBER OF TEXTILE j ae Re 
eM A'S Tr to| The Soni. 

Teviaricatly COMPENSATE LUXUIMETER 1s 
0 TAKEN THE GUESSWORK OUT OF 
MEASURING THE DEGREE OF 
PASTEURIZATION OF MILI< / 











Becton 
MAKES ROR py hla AS S ANY COLOR 
THE HUMAN EYE CAN PERCEIVE ! 


Tis Portaste DYNAMIC-BALANCER, 
MEASURES VI TION: IN BEARING HOUSINGS 
AND MAKES BALANCING POSSIBLE IN ONLY 





THREE TRIAL RUNS ! 





DOOR OPENERS FOR POWER SALESME 


Ni. uses for electricity! New ways to capi- 


talize the versatility of electric power. New 


methods of doing an old job better, e/ectrically. 
These are your power salesmen’s stock in trade. 
One by one; ingenious new products continue 
to come from the G-E laboratories and factories. 
An electric instrument for the super-accurate 
measurement of color—one that eliminates the 
human factor. Another electric device to deter- 
mine the degree of milk pasteurization—and to 
do it more accurately than ever before. For 
another industry, a new automatic control that 
assures the uniform weave of textiles. These, to 


mention only. a few, até marketed through our 


Special Products Section at Schenectady. Ey 
one offers a new opportunity for the power 

man to build good will, by bringing it to 
attention of his customers. 

Most.of these developments are not highly 
nificant as load builders. But as they move 
your lines, we feel sure that. they demonst 
the versatility of electricity and extend thes 
of its usefulness. More important, they enco 

still greater dependence on the service you i 
We believe that this is an important phas 
electrical promotion and that it is of mutual bd 
fit. It’s another G-E enterprise that is 


On in your interest as well as ours. 


Twenty-eight of these new opportunities are described in our booklet, Little-Known G-E Products for Ie 
(GES-2136). You can obtain a copy by calling your G-E sales office or by writing to 
General Electric, Special Products Section, weieihise Nz Y. 


GENERAL @ ELECTRIC 





